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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


WINNIPEG, MANITOBA, NOVEMBER 29, 1937 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy 
years, met at the Law Courts, Winnipeg, Manitoba, on 
Monday, November 29, 1937, at 10.50 a.m. 

PRESENT: 
HON. NEWTON W. ROWELL ......--CHAIRMAN 
DR. JOSEPH SIROIS ) 
) 
JOHN W. DAFOE, Esq. ) 
) Commissioners 
DR. ROBERT ALEXANDER MacKAY ) 
) 
PROFESSOR HENRY FGRBES ANGUS ) 


Commission Counsel: 


Louis S. St. Laurent, Esq., XK.C. 


Secretariat: 

Alex. Skelton, Esq. Secretary 

R. M. Fowler, Esq. Legal Secretary 

Wilfrid Eggleston, Esq. Assistant to the 
Secretary 

Adjutor Savard, Esq. Secretaire Francais 

FOR THE MANITOBA GOVERNMENT: 

Honourable John Bracken, Premier 

Honourable William J. Major, Attorney General 

Honourable Stuart Garson, Provincial Treasurer 

John Allen, K.C., Deputy Attorney 
General 

Isaac Pitblado, K.C., Counsel 


FOR THE PROVINCE OF BRITISH COLUMBIA: 
Senator J. W. Farris, K.C., Counsel 
FOR THE PROVINCE OF ON TARLO: 
D. W. Lang, K.C. Counsel 
FOR_THE PROVINCE OF SASKATCHEWAN: 


Honourable T. C. Davis, K.C. Attorney General 
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OPENING REMARKS BY THE CHAIRMAN 

THE CHAIRMAN: At this first public sitting of the 
Cosiimission, it would appear expedient that a brief statement 
should be made of the reasons for its appointment and of 
the character and scope of the task it is required to under- 
take. But before doing so, may I say how deeply my colleagues 
and I regret that the Honourable Mr. Justice Rinfret was 
compelled because of illness to resign from the Commission. 
He sat with us in our earlier executive sessions and we 
had the benefit of his advice and assistance in organizing 
the work of the Commission and in selecting the principal 
members of the staff. His high character and his dis- 
tinguished record as a jurist commanded the confidence of 
all the people of Canada. His retirement is a great loss 
to the Commission: we earnestly hope that with a much needed 
rest he will soon be fully restored to health and able to 
resume his duties as a Justice of the Supreme Court of 
Canada. 

If my colleague, Mr. Sirois, will permit me, I should 
like to gay that I believe the Government has been fortunate 
in securing his consent to serve as a member of this Com- 
mission. Mr. Sirois is an outstanding leader of the notarial 
profession in the Province of Quebec. For many years he has 
been a professor of constitutional law, and he has had a 
large practical experience in the conduct of business and 
financial affairs. JI am sure he will prove a most worthy 
successor to Mr. Justice Rinfret. 

It appears fitting that we should open the public 
sittings of this Commission in the City of Winnipeg - the 
centre of Canada - and it is a happy coincidence that this 
province is directly linked with the Fathers of confedera- 
tion through its honoured Lieutenant-Governor, the Honourable 
W. J. Tupper, a son of one of the most distinguished Fathers 


of Confederation, the late Sir Charles Tupper. 
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We approach our difficult task with wholchcartca 
admiration for the groat achicvemcnt of the fathers of Con- 
Pomoraeston. InGir teito im thse dcstiny of the then North 
Amcrican Colonics; thcir courage and pationes in overcoming 
every difficulty; their tolcranec and regard for the vicws, 
the rights and intcrests that cach reprcescntcd cnabled ticm 
to sccurs unanimity and to found the Canadian nation. In 
the same spirit the pcoplc of Canada can solve all tucir 
present difficult problems. 

The rcasons for the appointment of the Commission aro 
set forth in detail in the order in council appointing the 
Commission, and may bc thus summarizcd: 

Due to social and cconomic changcs there has been a 
great oxtension in the funetions of government since 1807, 
an cxtension not forcés¢en at the timc of Confederation. 

This cxtconsion “involvcs cxpenditurcs of such a magnitude as 
to domand not only the most cfficicnt administrative organ- 
ization on the part of all governments, but also the wiscst 
possible Givision of powcrse and functions botweocn governments." 
In addition governmental oxpenditurcs are inercasea by ovcer- 
lapping and duplication of serviccs as between the Dominion 
and the provincial governments in certain Ciclus OL acl vruye 

The maintcnance of thcsc new public scrvices has in- 
volved such cxpenditurcs that sovceral provincial governments 
made representations to the Government of Canada that the 
presont revenuc sourccs availeble to thom worc inadequate 
to enable them to discharge thcir constitutional responsi- 
pilitics, and that cithcr new sourecs of rovenuc must be 
allotted to them, or “taoir constitutional responsibilitics 
ané governmental burdens must bo lcssened. It was Pil vuGx 
reproesentcd that municipal governments faccd similar prob- 
loms, 2nd that municipal cxpenditurcs had olaced such a 
ves reterding economic 
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Finally, it was represented that unless appropriate 
action was taken the sct-up of governmental powers devised 
at Confederation would not te adcquatc to mect the social 
and economic changcs and the shifts in cconomic powcr which 
wore in progress without subjecting Tanada'ts gow mmental 
structure to undue stress and strain. 

The Gommission has been appointcd to make inquiry into 
all the facts and circumstances thus sct out; to that end it 
seeks to invitc and sccure the cooperation of gowrnnents 
and organizations %f Canadian citizens which aro intcrested 
in its general purpose. The Commission is required: 

ile "To re-examine the economic and finencial basis 

of Confederation, and thc distrittion of legis- 

lative povers in the light of thc economic and 

socisl devclopments of thc last seventy years. 

ae To investigate the charactcr and amount of taxes 

collected from the pcople of Canada, and to detar- 

mine whether taxetim as at present allocated and 
imposed is as equitable and as efficient as can be 
devised. This affects every citizen of Canada. 

Se To TN public expenditurcs and public debts 

in gencral in ordcr to determine the ability of the 

Dominion ani Provincial gowrnments to discharge 

the ir constitutional responsibilities wi thin the 

frame-work of thc prosont allocation of powers, or 

on the basis of some form of re-allocation Tne Teor 

Tho question of public debts, which is thus remitted 

to the Commission for inquiry, is one of the most 

scrious facing the people of Canada to-day. It is 

difficult to exaggerate its urgency end importance. 

4. To investigate the wile question of Dominion sub- 

sidios and grants to Provincial governments. This 

necessarily involvos the question of whether 4 


system of subsidics and grants to Provincial gcovern- 
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ments is the best mcthod of enabling Provincial gowrn- 

mats to discharge thcir responsibilitics, or whothor 

there are morc cffective altcrnatives, 

De Following thcse inquirics the Cammission is 

instructed "To consider and report upon the facts 

disclosca by their investigations; and to cxpress 
what, in their opinion, subjoct to the retention of 

the distribution of logislativec powcrs cssential to 

a proper carrying out of the federal systom in harmony 

with national ncecds and the promotion of national 

. unity, will best cffect a balanecd relationship between 

the financial powcrs and the obligations and func- 

tions of each governing boady, and conduce to a more 
efficient, independent and economical discharges of 
governmental responsibilities in Canada." 

The magnitude of the task which the Commission, at the 
the request of the Dominion government has undcortaken, and 
the weight of responsibility which rests upo it, arc made 
evident by this summrized statemcnt. There must be an 
examination of all the relevant facts; and if it should 
appear to us that the social and economic changes of the 
past soventy years require changes in the distribution of 
the burdens of government end of legislative powers as be- 
tween the Dominion and the provinces, it will be our duty 
to say so and to indicate in a general way the changes that, 
in our opinion, arc necessary. 

When the Commission has made its report it will 
have completcd its task. The power of dealing with the report 
and therefore the responsibility, will rest upon the De- 
minion government and upon those other governmental bodics 


wh osc coopcration may be neccssary to makc required chenges 
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The Commission in beginning its lnbours is cncouraged 
by evidences of widespread public interest and sympcthy. 

I am glad to say thit the Commission hes been promised the 
cordiel cooperation of Dominion and Provincisl Governments, 
end of important nationcl organizations interested in the 
problems with which the Commission is enlled upon to deal. 
We are anxious to Peers all the help possible; and we in- 
vite the cooperntion of ell who can make contributions of 
substance to the inquiry. 

As for the Commissioners, the have undertaken the 
responsibilities and have entered upon their dutics with 
the sole désire of rondering a service to the people of 
Cconada, 

ADDRESS OF WELCOME 

HON, JOHN BRACKEN (Premier of Manitoba): Mr. Chair- 
man and Members of the Commission, I am sure we have all 
listened with very great interest to the Chairman's 
remarks and I wish on bchalf of the Government of Menitobe. 
and other bodies appearing before the Commission to thank 
him for the brief and wery clear statement of the reasons 
for the appointment of the Commission and of its purposes, 

Qn behalf of the pcople of Manitoba I wish also 
to extend 2 very cordial welcome to the Members of the 
Commission to the Province of Manitoba and the City of 
Winnipcg for their first session, Il think I may say for 
all our people that we were pleased when the Government 
of Canada decided to appoint this Commission, We wcre 
doubly plcased when the personnel of the Commission wes 
announced, and now that we havemet you all and have heard 
the Chairman's opening remerks we are even more hopeful 


than before thet great good will come to Canada as a 


result of your labours. 


With the Chairmen we all regret thet illness has pre- 
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-vyonted Mr. Justice Rinfret from tnking his place on the 
Commission; but we are happy that one of the most disting- 
uishcd notaries of the province of Quebec, in the person 
of Dr. Joseph Sirois, hes been appointed to teke his place, 

There are scveral interesting coincidenecs in connect- 
ion with this opening sc¢ssion which I desire to trke a 
moment of the Oommission's time to mention, The Chairmen 
has alrerdy mentioncd onc of them. 

We nre mceting here this morning to consider a 
Confcderation problem, nd we are mecting in - part of 
the world which wes not in Confederetion seventy years 
ago. Wc are meeting in a province which was not cven a 
province seventy years ago but ina province which is 
honourcd in having cs its Lieutenant Governor on honoured 
son of onc of the honourcd Fathers of Confcderation. 

We cre mecting herc et one of the most historic spots 
in Central Canada, and 2t one of the pleccs in Canade. 
which has never flown anything but the British flag. We 
are meeting within a fcw yards of the place where the first 
white men lookcd out over nearly one thousand miles of 
prairie some two hundred ycars “go. We are meeting within 
a. short distance of scveral pleces around which all the 
history of the part of Caneda has centred during the last 
two centurics. 

In this historic spot in the ecntre of Cenada we are 
meeting this morning to deal with a Confcderation problem, 
and we are meeting under the chnirmenship of one who was 
born in the very year that Confederntion was born - one who 
has witnessed the whole of Can. ats history and one who, 
fortunately we think, is one of Cenada's outstanding 
authorities on constitutional questions. I am sure we all 
hopc, Mr. Chairman, thet when the history of this period 
comes to written, he who was 2 child of the Confederation 


ycar, together with his essocictes on this Commission, will 
comc to be known, not *s the Fothers of Confcderetion, 
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distinetion denied to them by the accident of birth, but 
rather among tho builders, if not the Fathers of the new 
Confederetion that Canada seeks to build on the foundations 
so well laid seventy years ago. 

Before proceeding further I wish to extend to the 
individual members of the Commission ow sincere congratu- 
lations on their having been decomed worthy of appointment 
tothis important task. There can hardly be found any 
greater opportunity to serve the Canadian nation than that 
which is yours to-day. It is an opportunity which cerrices 
with it what is probably the greatest challenge to Canadian 
statesmanship that hes presented itsclf in this goneration; 
a challenge that is not sccond in importance to that which 
faced the Fathers of Confcdcration over sevonty years ago; 
one that carrics with it a responsibility which Canadians 
aro happy to belicve has been placed upon capable shoulders. 
Seon ine for the citizens of Manitoba, I may say that we 
look upon the mombers of this Commission as men cspecially 
well equipped by training, by temperament and by expericnce 
to carry out this grcat task in a mannor pefitting its im- 
portance and worthy of the best traditions of the British 
systcom of government. 

Among the chief purposcs of the Commission, it seams 
to us, is that of holping to bring about not only a more 
united Ganada but also a Canada in which all its people will 
have the eaisciousness, that in so far as the division of 
responsibilities under their governmentel sot-up is concerned, 
it is as cquitable, as of ficiont and as just as it is pos- 
sible for human minds to cffcct. 

If, as arcsult of your work, such a revision of 
Dominion-Provincial relations can pe made, or such are- 
adjustment of Dominion-Provincial responsibilitics ef fected 
as will accomplish this purpose, & long step forward will 
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uni ty and in binding more closcly togcth r the difforcnt 
cconomic areas within the nation. If, folloving your rcport 
and subscqucnt action by thc Dominion Government, all sub- 
stential causcos of friction arc romoved, a still further 
advance will have bom medec in the direction of cstablish- 
ing confidcenes on the part of all Canadians, wherever they 
may be domicilcd, that this country mcans to assure to thom 
in thoir instruments of government a mcans by which they 
may hope to achicve the greatcst possi blo measure of politi- 
cal and social justice for all arcas and all individuals. 

Tt is unnececssary hore to recount thc conditions 
loading up to thc appointment of this Commission. It will 
be sufficicnt for our ourposc at this tim to point out, 
that from thc carlicst ycars of Confcdcration, thcre has 
ariscn in provinec aftcr province protests of iniquity and 
claims for adjustment, lergc numbers of which have bocn 
found on cxamination to be just complaints and many of which 
havc becn partially, or wholly, adjustcd. The fact “hat 
the British North Amcrica Act has tocn amcndcd scvcral times 
in seventy years and the financial terms adjusted on many 
occasions is anple evidence that neither the division of 
responsibilities, as determined seventy years aco and in- 
terpreted since, nor all details of the wording of that Act 
should be considered satisfactory for aul. Sime to-comne.. - If 
further evidence of this were needed, 1% is to be found in 
the preamble of the terms of reference in which the instruc- 
tions to this Commission are set out. From the preamble it 
is obvious that there has cv sloped a general recogni tion 
of the necessity, in the national interest, of a re-exam- 
jnat ion of Dominion-Provincial relations. 
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tations, has recommended that certe in things pe dome, and 


these recommendetions form the basis of your instructions. 
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These instructions arc not narrow. As we read thom, they 
leave opcn to you for investigation, with no restrictions 
whatever, the whole ficld of Dominion-Provincial rclation- 
Ships in Canada, not excluding the problems of the muni- 
Cipalitvics and school districts, which erc part of the 
machinery of thc provincial governments, 

You have paid thc province of Manitoba the compliment 
of asking to hear our rcprcesmtations first. Inwhat we 
Shall have to say we shall spuak as Canadians, not as 
scctionalists. What wc shall say we shall say as 
Canadian Citizens who happen to livo in this part of Cenade, 
What wo shall say will tt said because it nocds saying in 
thc interests of Canada as wcll as of Manitoba. We shall 
try not to over-stato nor yct to under-statc the facts as 
they cxist. We shall meakc our presentation not as mendicants 
seccing favours, but as Canadian citizcons secking cquity. 
We shall neccessarily spcak frankly conccrning cartain 
federal policics which in thc west are working against the 
best intcrcests of Canada as a whole. Wc shall esk that 
cortain burdens and disabilitics which now bear incquit ably 
upon Canadians in this part of Canada be eL1thoar removed or 
adjustcd. In ding so we shall cxpect no more than even- 
handed justicco. Wc shall ask for nm more and as long as wo 
heve confidence in the nation's sense of justice wo shall 
expect no less. 

In presonting our case We shall fod that wo are not 
Jess Canadien in spirit er in reality if we show that the 
economic pic turo which Canada, not intentionally but novcr~ 
tholoss actually, has permitted to be dram across this 


soctionof the Dominion is not just to thosc Cana dians who 


happen to live here and is not in the intorcsts of Canada 


as a Wholc. 


As to the specific proposals ve shall present for you 
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consideration, we ask only that they be accepted if they 
stand the test of the most critical analysis. If on. 
examination they meet with substantial approval on your 
part, we trust they will be found acceptable by the 
Parliament of Canada and that they will be implemented by 
the necessary parliamcntery action. 

Method of Presentation. 

Since you are here to consider the problems arising 
out of Dominion-Provinciel Constitutionel relations it 
is first necessary to state what these relations are and 
what they have been interpreted to be. The next part of 
our presentrtion will therefore be a statement setting 
out "The Constitutions 1 Relations of the Dominion and 
the Provinces," as we see those relations in the light of 
the Constitution itself, and the judiciel interpretations 
of the Constitution and the practices which now obtain 
under it. In this presentation, among other things, it 
will be shown that certain wide responsibilities and powers 
were given to the Centrel Government at the time of 
Confederation. 

In the third and fourth parts we shall show thet some 
of those powers have been exercised in @ way that has been 
to the great discdvantage of this part of Canada. Specific- 
olly we refer to the effects of federal, monetary policy 
and federal tariff policy upon the prosperity of Manitoba 
and the West. . 

From effects presented in these Last mentioned parts 
of our submission, and from other facts, it will be apparent 
that the major problem facing Manitoba people and western 
people generally is that of reduced incomes. We shall, 
therefore, in the fifth Part of our case present 4 detailed 
analysis of "The Effects of Declining Income." 

This will be followed by 2 statement of "The Finencial 


Problems of Municipalities and School Districts" and this 
by an "Analysis of Menitobats Treasury Problem. 
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By ye 
We shall then present a summary of our case together 
with certain general and specific recommendations. It 
will be succeeded by such amplification of our proposals 
as we trust will make clear to the Commission the import 
and effect of these suggested remedies. 
It is our desire, Mr. Chairman, to present these 


Parts in the order in which I have stated them. if that 
is agreeable to the Commission. Tne Hon. iilr. Major, At- 


torney General is prepared to speak on Part 2, The Con- 
stitutional Relations of the Dominion and the Provinces 
immediately. Dr. Upgren will be prepared to deal with 
Part 3, The Effects of Federal Monetary Policy on Western 
Canadian Economy, and to-morrow we hope to be a ble to 
get through the next three Parts, numbers 4, 5, and 6. 
Part 4, dealing with the Effects of Federal Tariff Policy 
on Western Canadian Heconomy will be presented by Dr. Grant. 
Inmediately following that Part 5, dealing with the Ef- 
fects of Declining Income will be presented by Dr. Uosgren; 
and in the afternoon the Municipal Commissioner, the Hon. 
Mr. Major, will deal with the Financial Problems of Muni- 
Cipalities and Scnool Districts. On Wednesday we propose 
to have the provincial treasurer the Hou. Mr. Garson, 
present an Aualysis of Maaitoba's Treasury Problem, and 
on Tuursday I shall attempt to summarize our case and 
make certain proposals for your consideration. Tnat will 
leave Friday and Suturday and three days of next week for 
some fourteen other organizations which desire to be 
heard. 

I have just one suggestion to make in this connection 
and that is, that the Secretary of the Commission arrange 
a definite order for these organizations to be heard, and 
to have the precise time announced when they can be heard. 


That would be very much appreciated by those whe have to 


make representations. 
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ET mignt eda that wo heve locrnod thet one body, which will 
be roprcescntcd by Mr. Sanford Evans, dcsircs to bo hoard 
bovors our ceso is fully complotea. If that is thoir 
acsirc, it is quitc satisf-ctory to us for thet organization 
eOmuce cere ou Ly time during the nmcoxt three or four dcys, 

Beforc procccding with our submission, I wish to cx- 
press to the indivicucl mombcers of thc Commission, and 
HPoTticuleriy to thc Chairman end Scerctary, our appreciation 
of thc considcretion thcy heve shown us in making their 
plans for thcso herrings, end for tho cooperation which thoy 
have givon us in nmettcrs conncectca with the proparation 
Ol our Drict, Necdicss to sey, wo shall rest our case wholly 
on such grounds of ccononiec end social justice «s wo trust 
will appcel to all scctions of Canade and not to icstcrn 
Ceoncda elonc. In any casc, wo focl thet tho recommondetions 
Steines Commission, whethcr Lnvourcble to 211 our proposals 
or othcrwisc, will bce the best dccisions that unbiased ana 
wollquelificd judgment can producc. 

Te“there ere no further proeliminerics, Mr. Chairmen, 
I woulé liko to introduce the Attornoy Gcneral, The Hon. 
Mr. Mejor, who will presont thet part of our submission 
dealing with the Constitutional Relations of tho Doninion 
end the Provinccs. 

Ta CHAIRMAN: Tho mcthod of procedure thet you 
have outlincd, Mr. Promicr, is ontircly satisfactory to 


the Commission, end we shell bo glad if Mr. Mejor will 


procccd. 
Constitutional Relations 
of thc Dominion and the Provinecs 
HON. W. J. Mejor { Attorney Gencral for Menitobe): 


Mr. Cheirman end Mcmbcrs of the Commission, I wish formally 
to filo Part 2, the Constitutional Roletions of the Dominion 
end tho Provinecs. Associatcd with me in the preparation of 


this scction of our bricf is Mr. Isacc Pitblado, K, C., 


: a mes _ ty a 
a y ae a 


oni hod acim a ae 4 
*: Senait, oul. et. -eysueo, gevert ‘bavtace ciel 
plow at t590 RY | shot olqee: gia ae 


Poy 
, 


tot ea ot: 4nedo Tal: 


a aded fio 20 Hoe. Youtorti. .)- .0gt 
EO Uaie I -<te 9 od? to sada 4 
aekte (thanoh way Gs 7M; an 


wn Gi iw ane (EVOR Ags -seourhrose he 


7 


Oe 


end Mr. John Allon, K.C., Deputy Attorncy Goncral. I do 
not propose to read this bricf as I think it is the ccsire 
of thc Commission that it be summearizcd, so thet thore will 
bo no timc lost and ovcry opportunity be given to thosc 
who acsirc to mekce othcr reprcoscntations, 

In prcescnting thc bricf on tho Constitutional Relations 
of thc Dominion cné ths Provinecs we hope to show the change 
which has takon placc in thc conecption 6f the cxtent of the 
powers cnd responsibilitics of tho province uncer the 
constitution of Cenade as intcrpreted by tho courts, 
without cny corresponding change in the ellocation of the 
rovenucs ncccssary to discharge such rcopponsibilitics or in 


tho powcr to raisc such revcenucs. 


(Pago 21 follows) 
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It seems advisable to discuss the matter under 
two headings; First, the interpretation placed upon 
the constitution, chiefly as it relates to the distrib- 
ution of legislative powers between the Dominion and 
the provinces, and secondly, the amendment of the 
constitution. We hope that we shall be able to present 
cogent testimony to the fact that the constitution of 
Canada as it stands today, after seventy years of 
interpretation, does not enable the various jurisdictions 
in Canada to solve effectively the many pressing national 
problems now confronting the people of Canada. I am 
referring to page 2. In the succeeding three paragraphs 
under the heading, "Origin and Development of the 
British North Anerica Act, 1867" we have traced the 
origin and development of the British North America Act 
from 1867 down to the present time. 

We have referred to the pre-Confederation conferences 
of Quebec and London and the resolutions which were 
intended to serve as a basis for the proposed confederation 
of the provinces of British North America. In-tracing 
this development we hove to te able to determine how far 
the interpretation placed by the courts upon the act 
harmonizes with the expressed intentions of those responsible 
for it. On page 3 we deal with the interpretation of 
the constitution, and under the third paragraph we submit 
that the intention of the delegates who met at Quetec in 
1864, and who were the authors and founders of our 
constitution, taking into consideration the conditions 
that existed seventy years ago, may be found in the 
proceedings of the Charlottetown conference of 1864, the 
seventy-two resolutions adopted at the Quebec Conference 
of 1864, the sixty-nine resolutions adopted at the 


conference in London England in 1866, and the discussions 
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relative to the foregoing that took place in the various 
legislatures and conferences. 

I should like to quote, first, the two resolutions 
of the Quebec Conference and of the London Conference, 
which are substantially the same. They are as follows: 

"]l. The best interests and present and future 
prosperity of British North America will be 
promoted by a Federal Union under the Crown of 
Great Britain, provided such union can be effected 
on principles just to the several provinces. 

2.- In the Federation of the British North 
American Provinces the system of government best 
adapted under existing cireumstances to protect 
the diversified interest of the several provinces, 
and secure efficiency, harmony, and permanency 
in the working of the union, would be a general 
government charged with matters of common interest 
to the whole country, and local gcevernments for 
each of the Canadas and for the provinces of 
Nova Scotia, New Brunswick, and Prince Edward 
Island, charged with the control of local matters 
in their respective sections, provision being 
made for the admission into the union on equitable 
terns of Newfoundland, the North-West Territory, 


British Columbia, and Vancouver." 


We set out at length on Page 4 Resolution 29 of 
the Quebec Conference, which formed the basss of Section 91 
of the Constitution, and on page 5 we set out Resolution 
43 of the Quebec Conference, forming the basis of Section 
92 of the Constitution. We submit that the intention of 
the Fathers of Confederation was to give to the Parliament 
of Canada jurisdiction relative to all the great subjects 


of legislation and all matters of national imoortance, of 
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common interest to the whole country, and to give the 
legislatures of the provinces jurisdiction relative to 
matters of local importance. This is declared explicitly 
by Resnlution 2 of the Quebec Resolutions. The Fathers of 
Confederation who spoke on the matter of the distribution 
of legislative powers in the proposed federal union 
emphasized this matter of national importance and local 
importance, of general government and local government. 

In support of our submissions we quote the language 
of some of the representatives of the provinces, the first 
being Sir John A. Macdonald. At the Quebec Conference 
on October 11, 1864, Sir John Macdonald, then the 
Honourable Attorney-General, made it clear that Canada 
should avoid the error which was made by the framers of 
the constitution of the United States. At the top of 
Page 6 he is quoted as follows: 

"The various States of the adjoining Republic 
had always acted as separate sovereignties. The 
New England States, New York State and the Southern 
States had no sympathies in common. They were 
thirteen individual sovereignties, quite distinct 
the one from the other. The primary error at the 
formation of their constitution was that each state 
reserved to itself all sovereign rights, save the 
small portion delegated. We must reverse this 
process by strengthening the General Government 
and conferring on the Provincial bodies only such 
powers as may be required for local purposes. All 
sectional prejudices and interests can be legislated 


for wy, docel legislatures. 


It is to be noted that an attempt was made at the 


Quebec Conference to give the residuary power to the 
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provinces. The Honourable Mr. Mowat had introduced a 
motion respecting the powers of the local legislatures. 
It was moved by Honourable Mr. Coles, of Prince Edward 
Island, in amendment to the motion of the Honourable 
Mr. Mowat: 

"That the local legislatures shall have 
power to make all laws not given by this 
conference to the general legislature expressly". 

The question of conference being put on the 
amendment, the same was unanimously resolved in the 
negative. Thiv seems to establish quite clearly that 
all the delegates at the Quebec Conference were agreed 
that the general legislature was not to be bound by a 
specific list of enumerated powers, but was to have the 
residue of legislative capacity over and above such 
enumerated powers. 

We quote again the language of Sir John A. Macdonald, 
which was used in the debates on Confederation in 1865. 
In the first paragraph of the quotation there appears the 
following: 

"In the proposed constitution all matters of 
general interest are to be dealt with by the 
general legislature; while the local legislatures 
will deal with matters of local interest, which do 
not affect the Confederation as a whole, but are 
of the greatest importance to their particular 
sections". 

Next I go on to quote the third paragraph in which 
Sir John Macdonald deals with the United States: 

"They (the United States) commenced, in fact 
at the wrong end. They declared by their 
constitution that each state was a sovreignty in 


{teelf, and that 811 the powers incident to a 
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Sovercignty belonged to cach stntc, cxeept those 
powers which, by the constitution, were conferred 
upon the general government and Conegrcss. Here we 
have edopted a different system. We have strengthened 
the gencral government. We have given the general 
legislature all the great subjects of legislation. 
We have confcrred on them, not only specifically 
and in detail, all the powers which are incident to 
sovereignty, but we have expressly declered that all 
subjects of gencrel interest not distinctly and 
exclusively confcrred upon the locel governments end 
local legislatures, shall be confcrred upon the 
gcneral government and icgislature. We have thus 
avoided that great souree of weakness which has been 
the cause of the disruption of the United States. We 
have avoided °1l conflict of jurisdiction and 
authority, and if this constitution is carricd out, 
as it will be in full detail in the Imperial Act to be 
passed if the colonies adopt the scheme, we will have 
in fact, as I said before, all the advantages of 8 
legislative union undcr one administration, with, 
et the samc timc, the guarantccs for local instit- 
utions end for local laws, which are insisted upon 
by so many in the provinces now, IT hope, to be united.” 
At the top of Page 7 I quote as follows: 

t ,.but any honorable member on cxamining the 
list of differcnt subjects which erc to be assigned 
to the General and Local Legislaturcs respectively, 
will sce that all the great questions which affect 
the gencral interests of the Confederacy, as a 
whole ere confided to the Federal Parliament, while 
the local interests ond locel laws of each section 
arc prescrved intact, end entrusted to the care 
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I quote now from the third paragraph: 

"Besides all the powers that are 
specifically given the S7th and last item of 
this portion of the Constitution confers on the 
General Legislature the general Mass of sovereign 
legislation, the power to legislate on all 
matters of a general character, not specially 
and exclusively reserved for the local govern- 
ments and legislatures." This is precisely 
the provision which is wanting in the Constitut- 
ion of the United States. It is here that we 
find the weakness of the American system -- the 
point where the American Constitution breaks 
down... J0is in itself a wise and necessary 
provision. We thereby strengthen the Central 
Parliament, and make the Confederation one 
people and one governnent, instead of five 
peoples and five governments, with merely a 
point of authority connecting us to a linited 
and insufficient extent. With respect to the 
local governments, it is provided that cach shall 
be governed by a chief exécutive officer, who 
shall be nominated by the General Government. 

As this is to be one united province, with the 
local governments and legislatures subordinate 
to the General Government and Legislature, itis 
obvious that the chief executive officer in each of 


the provinces must be subordinate as well." 


THE CHAIRMAN: Are you aware, Mr. Major - I am 
not aware myself - of any reason why, when they came 
to the actual framing of Section 91 and Section 92, 


they dropped out of Section 91 that last clause in 


© Fo mori iael hae AGRe, at newts cL ap aT EaOg 
one ro eiatnet sobsee thane on? Tc HOLST ‘EN? me 7 
fotetes to anal istutsd off wuitaletyed Tetkatey ae a oe 7 
Fr y ao -cidaPaasel ov ‘rowec oft ~aor? sfetget re Mi 
y Gkisinege tea “tut eetade fsiense #& Te eruta aa - 

“tisron feoot weft “at Beavrease Yloglenioke Bae anes 
ta? “.gourtelaine! bas ates - yy 
ote +> ie ih fy" es ish on ‘es dati oors in eq ont a ive i 


as wit kui et 32 «esters. ASwEn efi to w6e 
| 


is . 


~ 


| edt -- motley per tend ont To seaniaow of9 Beet 
hopin: ee ges 0 3 Rey F om: wiry erie +ehe® 


x io a ee PS Tat - ar 
a q = BE 4a 5 ina | A id é att od 


é, f - é . fb E rey 5 oti f au j bia irs 2 f irae 


Pith iy ‘Se ane ays yee aT o> 
7 ent: FHA TOTS: j yest Bi COSe : 


tek ii ottnonios yaiueitve to Tae) | ) 
, i at 
by Si Tivertl ore ’ E 
i | ; | 4 7 age tat apd = < ; 
iftarea HOBn TENT Bebtveiy: al ee Ms Tey OF: soot 1 " 7 


~ aoe a ty = - ~* * 
aTe st Oe eat F la £3 bie voa Isoni ; 
r Ba 
1 -* ae . + 7 “a e+ 2 a ol at . * es . 
5 an b PI P3 eS wwe J LOTS y ow ssa ig oF 


£605 sf t6eitio ovivitdexsa tals +: al’: avoivdo 


wok SK ) shattiveeve ad teu Mu eV Og. echt 
i ; : : 
¢ 


. 
Te Ts o/c eRe WEY ond: SHARIA THT 


> ities Vaki-wadts , tebe. HOBSST YAS > + Ileayn-atews ‘eed . f, 
#8? gokiost Bes £6 nebdeue to yo tmet® fatos ent oo i 


(| St eutio tak 28e0 AP mettoat te tvo bayyors yout ee: 


al 


referenee to general powcrs, unless it was assumed that 
that clause was fully covered by the introductory clause 
or Section Vi? 

HON. MR. MAJOR: No, my Lord; I have no reason to 
advance for the abandonment of that clause. 

THE CHAIRMAN: I have not seen in any of my reading: 
any explanation of this point and I have been wondering 
why the change was made. 

HON. MR. MAJOR: Mr. Pitblado suggests that they 
probably thought they were giving effect to that particular 
provision in the general language. 

THE CHAIRMAN: I have always assumed that that was 
the idea - that part of 91 covered that clause - but I 
have never seen any explanation, in any of the books or 
the records of the conferences, as to why it was done. 

HON. MR. MAJOR: I should like to quote now the 
Hon. Mr. Galt, but perhaps I might first give the view 
expressed by Sir George Cartier: 

"Under the Federation system, granting to the 
control of the General Government these large 
questions of general interest in which the differences 
of race or religion had no place, it could not be 
pretended that the rights of either race or religion 
could be invaded at all.” 

Then the Hon. Mr. Galt, later Sir A.T. Galt, made 


the following statement: 


" we may well doubt whether the aggregate 


@eeee 


charge will be greater for the General Government, 
caring for the gene ral interests of the whole, and 


for the local governments, attending merely to the 


local business of each section, we may well doubt, 


I say, whether that expense will be greater, in any 


considerable degree, than that which is required for 
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our Government under the present systcm. On the 

one hand we shall be free from the empty purade of 
small Courts entailed by our present syster on cach 
of these proviress, keeping up a pretence of regal 
show when the ~eality is wanting; we shall have the 
legislation of the General Government restricted to 
those great cuestions which may properly occupy 

the attenticn of the first men in the country; we shall 
not have our time frittered away in considering the 
merits of petty local bills, and therefore, we may 
reasonably hope that the expenscs of the General 
Legislature will be considerably less than even 
those of the Legislature of Canada at the present 
moment -- while, on the other hand, the local 
legislatures having to deal rather with municipal 
than great general questions, will be able to 
dispose of them in a manner more satisfactory to 

the people, and at infinitcly less expense than now", 

THE CHAIRMAN: The Fathers of Confederation werc rather 
sanguine about the expense; they seemed to think that the 
new set up would be less costly than the other. 

HON. MR. MAJOR: Unfortunately, it has worked out the 
other way. At the top of Page 8 I quote Honourable D'Arcy 
McGee: Mr. MeGee said: 

"The principle of Federation is a generous 
principle,, dt is.4 principle that gives men 
local duties to discharge, and invests them at 
the same time with general supervision, that 
excites a healthy sense of responsibility and 
comprehension". 

Then the Honourable L.A. Olivier is quoted as follows: 

"The powers of the Federal Govermicnt will be 
in reality unlimited. The fact of ~he enumeration 


of these thirty-seven heads does not .n the least 
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restrain the power of the Federal Government from 
legislating on cverything. The exceptions are 
fow." 
That, I suggest, is striking language. The last 
quotation is from Lord Carnarvon who, when introducing 
the British North America Act, 1867, in the Imperial 
Parliament, made the following statement: 
"The real object which we have in vicw is to 
give io the central government those high functions 
and almost sovereign powers by which general 
principles and uniformity of legislation may be 
secured in those questions that arc of common import 
to all the provinces; and at the same time to retain 
for cach province so ample a measure of municipal 
liberty and self-government as will allow and indeed 
compel them to cxercisc those local powers which 
they can cxercise with great advantage to the 
community....in closing my observations upon the 
distribution of powcrs. I ought to voint out that, 
just as the authority of the central parliament 
will prevail whenever it may come into conflict with 
the local legislatures, so the residue of legislation, 
if any, unprovided for in the specific classification 
which I have explained, will belong to the central 
body. It will bc scen, under the ninety-first clausc, 
that the classification is not intended to ‘restrict 
the generality' of the powers previously given te 
the central parliament, and that those powers extend 
to all laws madc ‘for the peacc, order, and good 
government' of the confederation - terms which, 
according to all precedent, will,I understand, carry 
with them an ample mcasure of legislative authority.” 


These are the words uscd by Lord Carnarvon when he 
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introduced the measure that brought into bcing tic 
constitution of the Dominion of Canada. I submi: that 

the language used throughout the discussions and in the 
Qucbece and London Resolutions would scem to afford abundant 
confirmation of thc principle that all mattcrs of national 
importance "of common import to all the provinces: 
pertaining to the gencral interest of the whole were the 
responsibility of the Parliament of Canada, while all 
matters of merely local importance in cach province were 
to be under provincial control. 

On Page 9, in considcring Scection 91 and Section 92 
of the British North Amcrica Act, we have sct out in igen? 
Section 91, and on page 10 we have also given Section 92. 

It will bce noted that Section 91 provides inter oe ee 

"1, That the enumcration of twenty-nine classes 
of Dominion powers was not to te in restriction 
of the general power to make laws for the peacc, 
order, and good governtient of Canada. 

2, That notwithstanding anything in this Act 
the exclusive legislative authority of the 
Parliament of Canada extsnds to the twenty-nine 
classcs." 

Tt will be seen that while Section 92 contains an 
exhaustive list of the powers of the provineial legislatures. 
Section 91 does not contain such a list. There are other 
provisions in the British North America Act, 1867, that 
jllustrate the predominance of general over local matters 
and show that the Fathers of Confederation did not have a 
narrow conception of the powers to be enjoyed by the 
General Parliament. The Dominion was given certain powers 
of disallowance within one year of the enactment of the 
measure. The Dominion was given the powcr to control 


provincial works and undertakings by dcclaring them to 
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be for the gencral advantage of Canada. There is a slight 
error here; instcad (b) under subsection 10 of Section 92 
it should be ({e). 

Under Section 1352 the Dominion was cmpowered to give 
effect to the obligations of Canada or of any of the 
provinces as part of the British Empire towards foreign 
countries arising under treatics betwecn the Empire and 
such foreign countries. At the foot of page 11 we ask 
tnis- question: 

"What is the present situation relative 
to the distribution of legislative powers? These 
are questions of vital and immediate importance. 
tos Citi. cult to De accurate and brie! at the 
samc time, because the Judicial Committec in a 
cease in 1931 said....." 

Cascs have come before the Judicial Cownittee in which 
certain leading principles of intcrpretation have been 
enunciated. These we treat under four divisions: The 
Provinces as Independent and Autonomous; Matters of National 
Importance; Regulation of Trade and Commerce; Taxation. 

One of the most important principles of interpretation 
placed upon the constitution by the Judicial Committec is 
that the provinces are in no sense subordinate to the Domin- 
ion. They are independent and autonomous. I quote from 
Sir Barnes Peacock in Hodge v. the Quecn (1883) 9 Appcal 
Cases, 117 at p. 132. in the fourth line of the quotation 
there appears the following: 

mWhon the British North America Act enacted 
that there should be a legislature for Ontario, and 
that its legislative assembly should have cxclusive 
authority to make laws for the Province and for 
provincial purposcs in rclation to the matters enun-- 


cratcd in Scction 92, it conferred powers not in 
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any scnse to be cxerciscd by delegation from 
or as agents of the Imperial Parliament, but 
authority as plenary and as ample within the 
Linits prescribed by Section 92 as the 
Imperial Parliament in the plenitude of its 
power possessed and could b. stow. Within 
these limits of subjects and area the local 
legislature is supreme." 

On Page 153 I quote Lord Watson in the case of the 

Maritine Bank of Canada v. thc Reeciver-Gcneral of 

New Brunswick, 1892 Appeal Cases, 437 at pp. 441-442: 

"Their Lordships do not think it necessary 

to examinc , in minute detail, the provisions 
of the Act of 1867, which nowhcre profess to 
curtail in any respect the rights and 
privileges of the Crown, or to disturb the re- 
lations thon subsisting between the Sovereign 
and the provinces. The object of the Act was 
neither to weld the provinces into one, nor 
to subordinate provincial governments to a 
central authority, but to creat a federal 
government in which they should all be 
representca, cntrusted with the exclusive 
administration of affairs in which they had a 
common intcrcst, cach province retaining its 
indcpendence and autonomy." 

This expression can be contrastcd with the passage 
of Honourable Attorney-General Macdonald, as he was 
then, in the confederation debates of 1865: 

"We make the Confederation one people 
and onc government instead of five peoples and 
five governuents - one united province with 


the local governments and legislatures 
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subordinate to the Gencral Government and 
Legislature." 
THE CHAIRMAN: In the case of the Bank of Toronto 
v Lambe (1887), 12 Appeal Cases 575, there is an import- 
ant statement with respect to the relation of the 
Dominion to the provinces. It has not been much 
commented upon but it hould be read in connéction with 
the statement of Lord Watson. It is as follows: 

"Their Lordships have to construe the 
express words of an Act of Parliament which 
makes an claborate distribution of the 
whole field of legislative authority between 
two legislative bodies, and at the same time 
provides for the federated provinces a care- 
fully balanced constitution, under which no 
one of the parts can pass laws for itself 
except under the control of the whole acting 


through the Governor-General." 


That must be a reference to the power of 
disallowance, but it is put in rather striking form in 
that particular passage. 

HON. MR. MAJOR: On Page 13, under "Matters of 
National Importance", we discuss the famous case of 
Russell v the Queen, which occurred at a time when the 
memories of the chaos and weaknesses that had preceded 
Confederation were strong, and the decisions of the 
courts may be said to have favoured what may be called 
a national intcrpretation of our constitution. I quote 
the concluding paragraph in the judgment in the Russell 
case, which is as follows: 

"Their Lordships having come to the 
conclusion that the Act in question does 


not fall within any of the classes of subjects 
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assigned cxelusively to the Provincial 
Legislatures, it becomes unnecessary to 
discuss the further question whethcr its 
provisions also fall within any of the 
classes of subjects cnumcrated in sect. 91; 
In abstaining from this discussion, they 
must not be understood as intimating any 
dissent from the opinion of the Chief Justiec 
of the Supreme Court of Canada and the other 
Judges, who held that the Act, as a general 
regulation of the traffie in intoxicating 
liquors throughéut the Dominion, fell 
within the class of subject, "the regulation 
of trade and commerce," enumerated in that 
scction, and was, on that ground, a valid 
exercise of the legislative power of the 
Parliament of Canada." 

That is to say, they did not disagree with the 
Chief Justice, that it fell under the subhead governing 
the regulation of trade and commerce,but they were of the 
opinion that it did not fall within the class of subjects 
assigned specifically to the provinces. Obviously the 
Russell case supported the jurisdiction of the 
Parliament of Canada and those who desired to argue in 
favour of the jurisdication of Canada relicd upon that 
judgment wherever possible. 

On Page 14 we make this submission. It would 
appear that the Judicial Committee at an carly date 
indicated that they would not follow the judgment which 
had becn dclivered in the Russell casc. During the 
argument of the ease of the Great West Saddlery Co. v 
the King, 1921-2 Appeal Cases 91, Viscount Haldanc, who 


presided, referring to his experience before the 
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Judicial Committee in the carly days, said: "I think I 
may say - I had a long experience at the Bar in these 
cases in those days - that it was a tacit rule, a conven- 
tion betwecn judges and counsel that Russell v. the Queen 
was not to be cited, and we did not cite Russcl v. the 
QUGEN, 
I quote other portions of that judgment at length. 
I do not propose to read them, but as m matter of fact I 
could say that the Russell Judgment will remain, notwith- 
standing the words of Viscount Haldane. In our submission 
we say, "Its spectre would not down", It continually 
troubled the courts and it had to be cxplaincd somehow, 
The quotation which I give is from the case of Toronto 
Electric Commissioners v. Snider, 1925 Appeal Cases 396, 
Now I turn to Page 15, In about the middle of the 
page the following quotation is given: 
"Their Lordshins think that the decision in 
Russéll v. The Queén ean only te supported today, 
not on the footing of having laid down an inter-~ 
pretation, such as has sometimes been invoked of 
the general words at the beginning of s. 91, but 
on the assumption of the Board, apparently made at 
the time of deciding the case of Russell v. the 
Quecn, that the evil of intemperance at that 
time amounted in Canada to one so great and so 
gcneral that at least for the period it was a 
menace to the national life of Canada so serious 
and pressing that the National Parliamcnt was 
called on to intervene to protect the nation from 
disaster. An epidemic of pestilence might 
conccivably have been regarded as analogous.” 
That is the manner in which the Privy Council 


disposed of the Russell Case, and I take it that, for 
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the time being at any ratc, we have followcd it to its 
last constitutional resting place. 

THE CHAIRMAN: Reecntly there has been a partial 
resurrection of the judgment in Russell v. the Quecn, 

I do not think it helps your argument, but there was an 
appeal from the courts of Northern Ireland, and the 
principal authority cited in the judgment was Russell v, 
the Queen. The point was that in interpreting an act 
one should consider the pith and substance rather than 
the form of it. In that case some milk dealers on the 
Free State side of the border had been selling milk in 
Northern Ireland, The North of Ireland legislature had 
passed an act requiring everyone selling milk to take 
out a licence. The licence was refused these dairymen 
and they brought an action to have the act, requiring 
the licence,declared ultra vires on the ground that it 
contravened the constitution of Northern Ircland, which 
prohibited the legislature of Northern Ireland from 
Snacting legislation preventing trade between Northern 
ireland anda outside areas, The Privy Council held that 
in pith and substance the act related not to trade but 
to the preservation of the public health. In that case 
Russell v. the Queen is cited in support of the decision, 
so that apparently that judgment is not so bad and may 
be referred to for some purposcs at least. 

HON. MR. MAJOR: Quite so, my Lord; but insofar as 
the interpretation of the Canadian constitution is 
concerned, that judgmcnt is buried so decp that there is 
not much chance of its being resurrectcd. 

The hope creatcd immediately after and by the 
judgment in the Russell case aid not long survive; ina 
scrics of well-known decision, legislation cnacted by the 


parliament of Canada was held invalid when it was found 
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not to be within onc of the specific heads of section 91 
and when it did fall within one of the specific hcads of 
section 92. 
In the pages that follow, from page 16 to page 27, 
we discuss some thirtccn subject matters in which it is 
endcavoured to support legislation enacted by the 
Parliament of Canada as coming within peace, order and 
good government under section 91, The matters which we 
submit are all important and in all these cases they have 
been declared to be ultra vires of the Federal Parliament. 
The first subject dealt with is the liquor traffic. 
In the case of the Attorney-General for Ontario v. 
The Attorney-General for the Dominion, the judgment of the 
Judicial Committec was directcd to the answers to be given 
to certain questions submitted by the Govcrnor-in-Council 
to the Supreme Court of Canada, all of which questions 
immediately concerned the jurisdiction of a provincial 
legislature in respect of the prohibition of certain 
phases of the liquor traffic. In the course of the 
discussion their Lordships of the Judicial Committee 
dealt with the general authority given to the Parliament 
of Canada under the pcace, order and good government 
clause of Scetion 91, and their Lordships obscrved: 
tm. .,.to those matters which are not specified 
among the enumcrated subjects of legislation, the 
exception from s. 92, which is enacted by the 
concluding words of s. 91, has no applicationl and, 
in legislating with regard to such matters, thre 
Dominion Parliament has no authority to encroach 
upon any class of subjccts which is exclusively 
assigned to provincial legislatures by Ss. 92. 
Thesc enactments eppear to their Lordships to 


indicate that the exercise of legislative power by 
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the Parliament of Canada, in regard to all 
matters not cnumeratcd in s. 91, ought to be strictly 
confincd to such matters as are unqucstionably of 
Canadian intercst and importanec, and ought not to 
trench upon provinciel legislation with respect 
to any of the classcs of subjects enumerated in 
ss. 92. To attach any other construction to the 
general powcr which, in supplement of its cnumer- 
ated powcrs, is conferrcd upon the Parliament of 
Canada bys, 9, would, “in their Lordships” opinion, 
not only be contrary to the intendment of the Act, 
but would practically destroy the autonomy of the 
provinces. IT it werc once conceded that “the 
Parliament of Canede has authority to make laws 
applicable to the whole Dominion, in relation to 
matters which in cach province are substantially 
of local or private intcrest, upon the assumption 
that these matters also conecrn the peace, order 
and good government of the Dominion, there is 
hardly a subjcct enumcrated in s. 92 wpon which it 
might not legislate, to the exclusion of the 
provincial legislatures." 

Next, I quote two sentencecs of their Lordships; 

"Their Lordships do not doubt that some 

matters, in their origin local and provincial, 
might attain such dimensions as to affect the body 
politic of the Dominion, anda to jUStily ‘tite 
Canadien Parliament in passing laws for theil 
regulation or abolition in the interest of the 
Dominion. But great caution must be owvserved in 
distinguishing betwecn that which is local and 
provincial, and therefore within thc jurisdiction 


of the provincial legislatures, and that which has 
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ecascd to be mercly local or provincial, and has 
become mattcr of national concern, in such sense as 
to bring at within the jurisdiction. of the 
Parliament of Canada." 

Under (2) on Page 18 we dcal with the question of 
through traffic on provincial railways, and in that case 
we ae the City of Montreal v. the Montrcal Strect 
Reilway. There it was held that it was incompetent for 
the Parliamcnt of Canada to legislate with respect to 
thnovuehstreiiric over a provincial reilway. 

Under (3). I deal with insurance. The matter of the 
control of the business of insurance is of far roaching 
significane by reason of thc enormous growth of the 
various classes of insurance and the many persons and 
businesses affected thereby. It may be said with sub- 
stantial accuracy that the business of insurance in its 
various aspects interests’svery citizen of Candda, as well 
as every business concern. Hence, one docs not néecd to 
quotc figures in order to establish that the business of 
insurance has grown from a local matter to one of very 
great national importance. At the Quebce Conference the 
Fathcrs of Confcderation considered the matter of insurance, 
and it was proposed to give to the general legislature the 
power to pass laws "for the regulation and incorporation 
of fire and life insurance companies"; but this proposal 
was dropped. As a result, the subject or insuronce 32 
not specifically mentioned in the British North America 
Act, 1867. For some fifty years the courts have been 
ealle¢ upon to decide whether the Parliament of Canada or 
the legislatures of the provinces have jurisdiction to 


pass legislation for the control of the business of 


insurance. 
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One ground Which thc Dominion euthorities heave 
urged to establish the jurisdiction of the Parliament 
of Canada in matters of insurance has bcen that the 
busincss of insurancc is a matter of national importancc, 
And who will deny it? This, however, was brushed aside 
by Viscount Haldane, who delivercd the judgment of the 
Privy Council in thé icase of the Attorney-General for 
Ceneda v. the Attorney-General for Alberta (1916), 1 
Appeal Cases, 588. Viscount Haldane made the following 
statement: 

"No doubt the business of insurance is & very 
important one, which has ettained to great 
dimensions ine Canedeasos But-this is, equally» true 
of othcr highly important and cxtensive forms 
of busincss in Canada which are todey freely 
transacted under provincial euthority. Where the 
British North America Act has taken such forms 
of busincss out of provincial jurisdiction, as in 
the casc of banking, it has done so by express 
words which would have been unnecessary had the 
argument for the Dominion Government addressed to 
the Board from the Bar becn well founded.” 

From a business standpoint it would appear most 
advisable to have one central authority with exclusive 
jurisdiction in relation to insurance. At present, as 
a result of the provinces of Canada having jurisdication 
over the business of insurance, we have in Canada nine 


provincial departments of insurance. In addition, ths 


Dominion Department of Insurance also functions in 


exercising the limited jurisdiction which it has or 


believes it hes. In all, there are ten jurisdictions in 


insurance matters in Cenada. 
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Under ¥%) I deal with the cvils of profitecring 
in dealings in the necessarics of lifc;and the regulating 
of prices of the neccssarics of lifc. In the case of 
the Board of Commcree Act of 1919 ana the Combines and 
Poir Prices: Act’ of 1919 the Judiciat Committce held that 
legislation with respcet to such mttcrs was not within 
the jurisdiction of the Perliament of Caneda, These cases 
were reviewed by Chief Justice Duff in the hours of 
labour case in goo, end at page 20 T quote his Lordship 
at length: 

"In this Board of Commerce case the Judicial 
Committcc had to consider legislation by which 
a Dominion Board was constituted and empowered , 
broadly speaking, to inquire into, and prohibit, 
profitecring and practices in conncetion therewith 
in dealings in the necessaries of life. In 
particular, the Board had authority to regulate 
the prices of such necessarics of life. 

The question arosc upon a case stated es to 
ae validity of an order made by the Board 
regulating the prices of ready meade clothing in 
certain establishments in Ottawa. The validity 
of the order was attacked by the associations of 
manufacturers concerned and was supported by 
counsel on behalf of the Board and of the 
Dominion. Thc litigation raised the conercte 
guestion inter partes as to the legality of the 
particular order; and the answer to that question 


turned upon the answer to the question concerning 


the validity of the legislation, which it was, 


therefore, essential to detcrminc. The statute 


wags supported on various grounds end, among 


others, on the ground that in the yoar 1919, when 
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it was enactcd, the évils of hoarding and high 
prices In respect of the necessarics of Life had 
attained such dimensions "as to affect the body 
pokltac of Canada.” Nobody denied the cxistisnce 
of the evil. Nobody denied that it was gcneral 
throughout Canada. Nobody dcnicd the importance 
of suppressing it. Nobody denied that it prej- 
udiced and scriously prcojudiced the well being of 
the people of Canada as ene Or that in 4 
loose, popular sense of the words it "affectcd the 
body politic of Canada." Nevertheless, it was 
held that these facts did not constitute a 
surtiveieny basis for the exercise of jurisdiction 
by the Dominion Parliament under the introductory 
blause in the manner attempted. The Board said that 
in spccial circumstanccs, such as those of a great 
war, the interest of the Dominion in thc matters 
might conceivably become of such paramount and 
over-riding importance as to lice outside the heads 
of section 92 and not be covered by them, But it 
is, they held, quite enother matter to say that 
under normal circumstances, general Canadian policy 
can justify interferencc, on the scale of the 
statutes then in controversy, with the property 
and civil rights of the inhabitants of thé 
provinces. 

It has already been observed that circumstances 
arc conecivablc, such as those of war or famine, 
when the peace, order and good government of the 
Dominion might be impcrilled under conditions so 
exceptional that they require legisletion of 4 
cheracter in reality beyond enything provided 


for by the cnumerated heads in either Sp 92 or s. 91 
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itself. Such a case, if it were to arisc, woulda 
have to be considered closely before the conclusion 
would properly be reached that it was onc which 
could not be treated as falling under any of the 
heads cnumerated., Still, it is a conceivable 

case, and elthough great caution is required in 
referring to it, even in general terms, it ought 
not, in the view their Lordships take of the 
British North America Act, read as a whole, to be 
excluded from what is possible, For throughout 

the provisions of that Act there is apparent the 
recognition thet subjects which would normally 
belong exclusively to a specifically assigned 

class of subject may, under different circumstances 
end in another aspect, assume a further significance, 
Such an aspcct may conceivably become of paramount 
importance, and of dimensions that give rise to 
other aspects. This is & principle which, although 
recognized in earlier decisions, such as that of 
Russell v the Queen (1881), 7 A.C. 829, both here 
and in the Courts of Canada, has always been epplied 
with reluctance, and its recognition as relevant 
cen be justificd only after scrutiny sufficient 

to render it clear that the circumstances are 
abnormal. In the case before them, however impor- 
tant it may seem to the Parliement of Canada that 
some such policy as that adoptcd in the two Acts 

in question should be made general throughout 
Cenade, their Lordships do not find any evidence 
that the standard of nccessity referred to has 
‘been reeched, or that the attainment of the end 
sought is practiceble, in view of the distribution 


of legislative powers enacted by the Constitution 
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Act, without the co-operation of the Provincial 
Legislatures," 

Under (5) I deal with industrial disputcs. It is 
unnecessary to discuss thc manner in which thc act has 
becn brought into operation, and then it is in operation 
only in regard to certain specific trades. Thc provinces 
have had to legislate on other trades that lic within 
their own competence, 

Under (6) I discuss uncmployment insurance. It is 
not necessary to say that the cxistcnee of unemployment 
on its present scale has taxed severely the rcsourecs 
Oe tne “Country. This is acract of general public 
interest which affects the whole body politic of Canada 
rather then that of any particular province. It can be 
said with reason that unemployment is, and cspeéecially 
since the Great War has been a national cvil - a matter 
which has become a national one in every scnse. It has 
been urged thet unemployment to the cxtent to which it 
exists today is one of the aftermaths of the grcat war. 
In 1935 the Employment and Social Insurance Act was 
passed. It was an attempt to cop. with one of the problicms 
that had presented itself to the Canedien people and had 
reachcad such nation-wide importance es to necd a national 
remcdy. The legislation was referred to the courts and the 
Privy Council held that the act was ultra vires of the 
Dominion Parliament. “n pith and substance the aot was 
hela to te an insurance act affecting the civil rights 
of employers and employed in each provinee and was 
accordingly within the exclusive competence of the 
provincial legislatures under Section 92, head 135 of 
the British North America Act, 1867, which provided that 
"in cach province the legisleture may exclusively make 


laws in relation to...(13) Property and civil rights in 
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the Province." 
Can anyone visunlizc a satisfactory schcme of 
uncmploymcnt insurances which would be only provincial 
in its scope? We can say that the attcmpt of the 
Dominion authoritics to copc with the evil of uncmployment, 
an important national matter, failcd because our 
constitution as intcrprctcd by our highcst tribunal, 
guided by the cases already decided, could not adapt itself 
to the new requiremcnts. 
Under (7) I deal with weekly rest, minimun wages 
and hours of labour, The Judicial Committec, in its 
judgment in these mattcrs, first dcalt with the contention 
that three statutes in qucstion were valid because they 
were passed in accordance with the Conventions adopted 
by the International Labour Orgnaization of the League 
of Nations. This contention was rejected and the 
Committcc held that the Dominion “by making promiscs 
to foreign countries could not clothe itself with 
legislative authority inconsistent with the constitution 
which gave it birth." They held: 
"But the validity of the legislation under 
the gencral words of s. 91 was sought to be 
established not in relation to the treaty-making 
power alone, but also as being conecrned with 
mattcrs of such general importance as to have 
attained "such dimensions as to affect the body 
politic" and to have "ccased to be merely local 
or provincial," and to have "become matter of nation- 
al concern." 
The Privy Council held that it was only necessary 
to call attention to the phrases in the various cases, 
"abnormal cireumstances," 'exccptional conditions," 


"standard of necessity" (Board of Commerce case (1922), 
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L ALCL EOL AS ot geome cxtroordinary peril to the national 
life of Canada," "highly cxccptional," "epidemic of 
pestilénec": 

"to show how far the present cnsc is from 
the conditions which may override the normal 
distribut on of powers in’ss., 9l-and 92. The 
few pages of the Chicf Justice's judgment pil 
it is to be hoped, form the locus clessicus of 
the law on this point, «nd precludc further 


disputcs." 


The Judicial Committce would secm to heve gone much 
farther than the Fathers of Confederation contemplated. 

THE CHAIRMAN: Sir John A. Macdonald, spcaking on 
the Confederation rcsolutions madc it clear, as was well 
known at the time, that he favoured a legislative union, 
but in order to reach en agreement for confederetion he 
recognized that this was impossible and that it was 
necessary to adopt a federal system. Do you find, in 
the Confederation debates, any statements, on the part 
of those who were opposed to a legislative union, similar 
to those views expresscd by Sir John A. Macdonald with 
respect to the resolutions? I presume that you have 
gone through those addresses, Are there any, from the 
opponents of the lcgislative union, that confirm er 
modify the opinion expressed by Sir John A. Macdonald. 

HON. MR. MAJOR: I am afraid, my Lord, I cannot 
sey that I have read very carefully all the addresses of 


the opponents of © union; at least, I have not read them 

as carefully as I have reed the addresses of Sir John 

A. Macdoneld and those who were in favour of it. 
COMMISSIONER SIROIS: If I come across any I will 


let you know Mr. Attorncy-Gcncral. 
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HON. MR. MAJOR: Thank you, 

Under (8) I deal with old age pensions and pensions 
for the blind. This is © mattcr that requircs legislation 
on the part of the provinces as well, and so far it has 
not becn the subject of judicial opinion. According to 
the decided cases, however, the matter of theseppensions 
may be held to come within the jurisdiction of the 
provinces, and hence the question arises as to whether 
or not, under our constitution, the dominion government 
ean legally use its funds to assist the provinces in 
earrying out these undertakings. The British North 
Ameries Act gives power to the Dominion to raise money for 
the public service of Canada, and in the second paragraph 
on page 24 I ask this question: 

"Do the words “the Public Service of Canada” in 
said Section 102 refer only to such matters as 
come within the specific heads of Section 91 or 
do they refer to any an all, matters?" 

In the judgment of the Judicial Committec in the 
Employment and Social Insurance Act Reference (1937 Appeal 
Cases, 355), the following is stated at page 366: 

"But assuming that the Dominion has collected 
by means of taxation a fund, it by no means follows 
that any legislation which disposes of it is 
neccssarily within Dominion compctence." 

THE CHAIRMAN: Are you aware of any othcr expression 
of judicial opinion bearing upon the power of the 
Dominion to appropriate the public revenues of Canada? 

I believe it is gencrally assumed that the Dominion has 
ful] power of appropriation, but this expression would 
rather suggest a limitation. 

HON. MR. MAJOR: I know of no other casc, my Lord, 


but it has come up for discussion in the Parliament of 
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Canada, and in the next submission I quote the Honourable 
Mr. Cahan who, discussingthe mrttcr in the Housc of 
Commons in 1937, refcrring to the decision of thc 
Judicial Committce, had this to say in regard to the 
opinion I have quoted: 

"This-opinion,,if it is valid, reises grave 
doubts as to the validity of appropriations by 
this Dominion Parliament of currcnt revenues 
for such objects as old-age pcnsions, unemploy- 
ment relicf, or for giving assistance to 
Provincial undertakings of any description. If 
these appropriations are illegal and beyond the 
competence of the Dominion, grave consequences 
may follow, and the government would be well 
advised to obtein a direct decision upon this 
295UG Quo vyeryiecrlLy date. ® 

THE CHAIRMAN: Is it your vicw that that cxpression 
of the Judicial Committce docs raise a real doubt? 

HON. MR. MAJ@B: Yes, We have a grave doubt as to 
thesabilaity of the Rederal Parliament to appropriate 
monies raised by taxation to matters not strictly within 
its compctcnee, in accordence with the decision of the 
Privy Council. 

Under (9) I discuss legislation as to child labour 
and sweat shops, and otherfforms of social legislation. 
All these matters are apparently in the same category 
as thc subjects of wockly rest, tainimum wages and hours 
of labour. Legislation regnrding thcm might in normal 
times bo hold, following the decided easés, not to come 
within the jurisdiction of the Perliamcnt of Canada, but 
within the jurisdiction of the provinces. 

Undcr (10) wo discuss the grain tradc, On April 


17, 1922, the law officers of the Dominion expressed the 
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opinion that undcr the decided enscs the reconstruction 
of the Wheat Board "is a project constitutionelly 
incompctent to the Parliament of Canada." And in 1925 
certain parts of the Canada Grain Act were challenged. 
On reaching the court they were held ultra vires by the 
Supreme Court of Caneda, which was guided in its 
judgment by the decided cases, The reference here is to 
His Majcsty the King v. Eastern Terminal Elevator 
Company, 1925 S.C.R. 434. What has been the result 
since? The Federal Government, in order to bring within 
its power the grain trade of Canada, has had to adopt 

an undignificd, indirect and clumsy method to obtain 
jurisdiction, declaring all grain elevators and warchouses, 
of whatever varicty or kind, ineluding public clovators, 
private clevators, eastern clevators, terminal clevators, 
ia elevators, manufacturing and country clevators, 
whether heretofore constructed or hereafter to be 
constructed, works for the general advantage of Cenada. 

THE CHAIRMAN: Hes the validity of that legislation 
been questioned at all? 

HON, MR, MAJORS “I donot think so... There is no 
ease that I know of. 

THE CHAIRMAN: In view of somc judgments of the 
Privy Council the question might be raiscd whether or not 
that legislation, in pith and substance, comes within 
90) UC). 

MR. PITBLADO: His Lordship the present Chief 
Justiceiof the Supreme Court suggested that possibly that 


plen might be followed, 


Page 55 follows, 
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HON. MR. MAJOR: In eleven we discuss’ the ques tior 
ox governmental regulation of business that arose in 
connection with the Natural Products Marketing Act, 1934. 
The legislation was referred to the Supreme Ccurt in order 
to determine its validity, and the esurt unanimously held 
that the legislation was invalid. On an appeal to the 
judicial committee of the Privy council, the judgement of 
the Supreme Court was upheld. 

In Section 12 we deal with the treaty-making powers. 

The primary purpose of the Conventions was doubltess 
to secure such uniformity of conditions of labour throughout 
the world as would prevent countries with a high standard 
of living, such as Canada, from suffering from undue com- 
petition with countries with a low standard of living. 
Hence for Canada the matter had an international aspect 
as well as an interprovincial one and national one. 

The judicial comnittee held that for the purposes 
of Sections 91 and 92 there is no such thing as treaty 
legislation as such. As a treaty (which does not come 
within Section 132) deals with a particular class of sub- 
jects, so will the legislative power of performing it be 
ascertained. That is, the test as to competence to enact 
any legislation in aid of a treaty d ends on the 
correspondence of its subject-matters with classes of 
subjects enumerated in Sections 91 and 92. 

THE CHAIRMAN: Mi. Major, I should like to know how 
you interpret the judgment of the Privy Council on the 
treaty-making powers? Do you understand the fect 
of the judgment to be -- I am now speaking -f a treaty 
made by His Majesty in respect of Canada, duly signed under 
the authority of the Great Seal and all these formalities 
of treaty-making regulations -- that the Dominion could not 


legislate to give effect to that treaty that had to do with 
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matters falling within Section 92 because it was not a 
treaty made by the British Empire? 

HON.MR. MAJOR: The Dominion could not give effect to it 
Without first obtaining the consent of the provinces, 

THE CHAIRMAN: If you put that interpretation on it 
it means that by reason of Canada's improved Status, which 
entitles her to negotiate a treaty in respect of her own 
interests, after consultation, as provided within the 
Imperial Conference resolutions, she loses her right to 
implement the treaty which she otherwise would have the right 
to implement if it were made in the name of the Empire. 

In other words, she has lost her power of legislation which 
she had before she obtained this improved status. | 

HON. MR. MAJOR: She is not one of those self-governing 
dominions. | 

THE CHaIRMAN: That appears to be the effect of the 
decision. 

HON. MR. »iJOR: The words are sufficiently clear. 

For the purposes of Section s 91 and 92 there is no such 
thing See ee legislation as such. 

We now come to Section 13, which is our 1lxst submission, 
under the heading of “Hmergency". We say since Confeder- 
ation in one other instance since the Russell case, the 
Privy Council has upheld legislation by the Parliament 
of Canada in a matter normally within one of the: 
heads of Section 92 which did not come within the specific 
heads of Section 91, This was in the case of Fort Frances 
Pulp and Paper Company, Limited v. Manitoba Free Press 
Company, Limited et al (1923 Appeal Cases, 695), which 
upheld legislation enacted by the Parliament of Canada 
In this case 


dealing with controlled prices of newsprint. 


the Privy Council held: 


lL. That in normal circumstances the Dominion Parlia- 
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ment could not have legislated to set up the machinery 

of control over the paper manufacturers which was then 

in question. 

2- That in case of sudden danger to social order 

arising °from the outbreak of a great war the 

Dominion Parliament may act under other powers which 

may well be implied in the constitution. 

5. That it is proprietary and civil rights in new 

relations which they do not present in normal times 

which have to be dealt with; and these relati-ns which 

effect Canada as an entirety fall within Section 91 

because in their fullness they extend beyond what 

Section 92 can really cover. 

4. That in a sufficiently great emergency such 

as that arising out of war there is implied the power 

to deal adequately with that emergency for the safety 

of the Dominion as a whole.‘ 

Then under the heading "Distinction between general 
powers and specific powers of the Dominion,” we quote at 
length an article which appeared in the proceedings of the 
Canadian Political Science Association, 1931, under the 
heading "Development of Canadian Federalism". I propose to 
read that. Dealing with the eases which I have cited, 
this article says; in citing the deciding cases referred 
to above: =- 

“Indicate that the judicial committee has drawn what 

would seem to be a totally unjustifiable distinction 

between the general power of the Parliament of Canada 
to legislate for the peace, order, and good government 
of Canada, and its special powers over the specific 


twenty-nine subjects set out in Section 91. These 


twenty-nine enumerated subjects were g@jvem, 1n the 


words of the Act, ‘for greater certainty but not so as 
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to restrict the Generality of the general power,' 
They were simply illustrations of a Scenceral principle 
inserted so as to avoid any doubt as to the national 
control of certain essentially national nattcrs. Yet 
under the decisirns of the Privy Council, they would 
seem to havc become in effect the sole sources of 
Dominion power. The illustrations have swallowed 
up the pule, and it has becone virtually imp ‘ssible 
to justify any Dominion legislation unless it can be 


brought under one of the twenty-nine specific headings 


The fathers of Confcderation planted in Canada a 


living tree, capable of growth and expansion 

Within its natural limits. They gave us a living and 
elastic principle fit for every emcrgeney; the Privy 
Council has made of it a dcad ana rigid test. 
According to the decidcd cases, the Parliament of 
Canada is permittcd to intcrfere incidentally with 
prowincial powcrs, like bills of exchange and 
promissory notcs (head 18), or bankruptcy and insol- 
veney (head 21),o5, criminal law (head 27), but cannot 
sO interfere when exercising the general power itself," 


THE CHAIRMAN: That is not part of the quotation; 


that is your own submission? 
HON. MR. MAJOR: We quoted and I belicve we say we 
eaopt. “it. 


THE CHAIRMAN: That is what I want to know. I want 


to know whether this is your submission or not. 


HON. wR. MAJOR: We make it part of our submission. 
THE CHAIRMAN: That is what I want to know. 

HON. MR. MAJOR: I have read the quotation, my lord, 
COMMISSIONER MacKAY: Put in the quotation mark. 


HON. MR. MAJOR: It is not in quotation marks? 
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That is an omission; it should be. I say this quotation 
is from the proceedings of the Canadian Political Science 
Association. 

THs CHaIRMAN: Whore do the quotation marks end? 

HON. MR. MaJOR: At the cnd of the paragraph. 

THE CHAIRMAN: I thought it was a quotation. You say 
you adopt that as part of your submission and argument? 

HON. wR. bAJTJOR: Yos, my lord. AS a2 YCsurtt of “this 
interpretation the residuary power of the Dominion over 
mattcrs of national importancc, so explicitly preserved 
by the opening words of Section 91 and so emphasized by the 
Fathers at the time of Confedcration, has becn cut down 
to the vanishing point. It still exists, but the Judicial 
Committee hes held it can be utilized only in times of 
grcat national emergency, such as a great war, a 
pestilence, or a plague. 

It follows that the real residuum Of powers, except 
in cases Of national peril and calamity or domcstic 
convulsions, rests with the provinces, under their excl vsive 
power over property and civil rights in the provinces. 

In the United Statcs constitution "The powers not 
delegated to the Unitcd States by the Constitution nor 
prohibited by it to thc States are rescrved to the States 
respectively or to thc pcople." Fron whet was stated by the 
Fathcors of Confcdecration it is clear they intended in our 
constitution to avoid thc great cvil of"statcs' rights" 
which had led to the American Civil War. As a result of 
the above judgments, however, we in Canada appcar in this 
important respect of residuum of powers to have arrived 
at the vory opposite of what was intended by the Fathers 
of Confcdcration. Wo have arrived at the doctrine of 


states' rights in the interpretation of the constitution 
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Under the next heeding I decal with thc regulation of 
trade and commerce, On this pagc and on the pegcs 
following to pagc 32 we discuss thc manner in which sub- 
head 2 of 91 had bcon interpretcd, Our summary is to 


be found on page 82. But beforc coming to thu summary [I 


should like to read a section of the judgment which was SZiven 


in the case of the Citizens Insurance Company v. Parsons 
(1881). This will be found on page 30 undcr the heading 
"Regulation of Trade and Commcrec;" 


"Regulation of trade and commerce may havc been used 


in some such sunsc as the words "regulations of tradc" 


in the Act of Union be trecn England and Scotland 

(6 Anne, e.11), and as these words havc becn uscd in 
Acts of State rclating to tradc and comnucrec, 
arvicle V. of tho Act of Union enacted that ell the 
subjccts of thu United Kingdom should have “full 
freedom and intercourse of grade and navigation" 

to and from all placcs in the Unitcd Kingdom and the 
Colonics; and Article VI. onactcd that all parts of 
the United Kingdom from and aftcr the Union should 


be undor the same “prohibitions, restrictions, end 


regulations of tradc." Parliamcnt has at various times 


sincc thc Union passcd laws affceting and regulating 


-pecific tradcs in one part of the United Kingdom only 


without its being supposed that it thcrceby infringed the 


Articles of Union. Thus the Acts for regulating 
the sale of intoxicating liquors notoriously vary in 


the two kindgoms. So with regard to Acts relating 


to bankruptcy, and various othcr matters." 
Tho Statutc of Annc was passcd in the year 1706. 
Is it possible in the years 1875 - 1876 when thc Fathcrs 


of Confcdcration wore building the Constitution that they 
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should have gone to the Statute of Anno of 1706 to »btrin 
the meaning of th. words “regulation of trode and comncrec"? 
My comacnt is as follows: It appears unrcersonable to believe 
that the Fathers of Confcdcr-rtion in the considcrition 

of this head of lugislation cvcer hid in contunplation the 
stotute of Anne providing for the Union betrecn England 

and Scotland. It is more rca onable to infcr thit the 
Fathers of Confederation h2d studicd the corrcsponding 
clausc in the constitution of the Unitca States which 

gives Congress powcr "to rugulate commcerec with forcign 
nations and among the suvcral Strtcs and with the 

Indian tribes." 

The quction of the regulation of trade and comicrec 
ape-rs in severcl ecscs in the yecrrs 1881, 1915, 19sec; 1929, 
I9S5l. and 1936. Our summary, which appears on page 32, is 
as follows: 

We can sum up priefly the situation in regard to the 
matter of legislation in relation to “the regulation of trade 
and commerce" by stating that all attempts to uphold 
jurisdiction by the Parliament of Canada under Subhead 
2 of Section 91 (in relation to: the liquor traffic; 
through traffic on provincial railways; insurance; evils 
of profiteering in dealing in the necessaries of life 
and regulating prices of necessaries of life; industrial 
disputes; unemployment insurance; weekly rest, minimum 
wages, hours of labour; social services generally; 
grain trade; governmental regulation of business; treaty- 
performing power in cases which do not come within 
Section 132) have been just as unsuccessful as the attempts 
in connection with the introductory clause of section 91. 

Under the decided cases the words “the regulation of 


trade and commerce” are almost bereft of any meaning 
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eas a separate and distinct power. 

We deal next with the question af taxation and the 
Means which are available to the provinces and to the muni- 
cipalitics --~- 

THE CHAIRMAN: Is not the last sentences of your 
submission a lttle too strong? I refer to the words 
"under the decided cases the words ‘the regulation of 
trade and commerce! are almost bereft of any meaning 
as a separate and distinct power, * Is it not perfectly 
clear that interprovincial ana foreign trade come undcr 
that heading, and the courts have so held. Although 
there are observatio' s in some of the judgments that 
would justify this statemsnt, yct if you take the 
decision as a whole is it not clear that it is a distinct 
powcr which is operative on interprovincial and foreign 
tradc, and possibly some gencral regulation of tradc? 

But no one has ever undertaken to plead that that general 
regulation would be intra vires? 

HON. if, MAJ OR: There has been no attempt to geta 
decisicn against the federal government who passed the 
legislation. The existing division of taxing powers 
between the Parliament of Canada and the legislature: of 
the province as established by the British North America 
Act, 1867, and interpreted by a long line of legal 
decisions, is familiar to all. 

To express it briefly, the Dominion of Canada has 
unlimited powers of taxation --"the raising of money 
by any mode or system of taxe tion." The provinces of 
Canada are limited to "direct taxation within the province 
in order to the raising of a revenue for provincial pur- 
poses," and “shop, saloon, tavern, auctioneery and other 


Licenses in order to the raising of a revenue for 
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provincial, local or municipal purposes." 

That is, the taxing powers of the Parliament of Canada 
for Dominion purposes are unlimited, while those of the 
provinciel legislatures are limited to: tia) direct 
taxation (b) within the province (c) in order to the 
raising of a revenue for provincial purposes, together 
With (d) taxation by wiy of licenses. 

iftunicipal taxing powers, being derived fron the prove 
inces, are limited to those powers which the provincial 
legislatures themselves possess and have chosen to bestow 
upon the municipalities. 

We discuss the Dominion-provincial financial relation- 
ships created by Confederation. It is unnecessary for 
me to enlarge upon them here; they are set forth on pages 
Oo and woe. When it comes to the question of annual 
dominion grants in aid on a per capita basis of the popu- 
lation of each province, we quote Sir Alexander Galt, 
who sought to justify the payment of annual grants to 
provinces. He said: 

" It was necessary to provide by some means for 

maintaining certain local expenditures of the various 

orovinees. There were the public works to be Kept 

in order, the educational instituions to be maintained, 

the sustems of civil law to be administered, and there 

were a variety of other claims to be attended to, 
which would naturally suggest themselves at once to 
anyone who reflected on the subject. For this 
purpose, it was found neccessary to assign to them 
certain: local revenues." 

We then discuss these revonucs. I am now quoting 
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" The outlay of all the provinecs being, however, 


@reater then thcir local rcovenucs it became necessary 
to make provision out of the General Fund for the 
Purpose of enabling their Local Legislatures to carry 
On the machincry of government. It wes proposed to 
take away from than cvery sourec of rcevonue they 
possessed execpt minor local rovenucs, and then to 
give them from thc public chest 2 sufficicnt 

subsidy to cnable the machinery to work." 


THE CHAIRMAN: Thc cstimatc of the Fathcurs of 


Confedcration as to the cxpenses of local governments 


has not bcocn realized. 


pag ¢ 


HON. MR. MAJOR: That is so. At the bottom of the 

I quote Sir Alexandcr Galt as follows: 

"But it Was not intended to hold out any induccment 
to future cxtravagancc to local Govemments, but it 
W2s hoped that by the opcrating of mtural causes 
such a check would be put upon cxpcnditures es would 
bring thom down to the lowcst point, or at lcast 
prevent them from becoming levish. Therefore, the 
subsidy proposed to be givcn to local legislatures 
Was fixed, not at an inercasing rate according 

to population but at the ratc which cxistcd at the 
ecnsus of 1861. By this mcans, as thc population 
incrcesed, the subsidy would not incrcasc with it. 
Upper and Lewer Canada would get thus within a 
frection of two million dollars, and when their popu- 
lation increascd to five millions instead of two 

and a half would get no morc, If they inercased 
their exponscs in proportion to the growth of popu- 


lation they would be obliged to resort to dircct 
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"taxation. He thought no surer check could be 

put upon them thon thus fixing the gronts ioe were 

Tespectively to reecive. 

AS Wo arc al} oWare, the provinecs in Canada, in spite 
of the forcbodings of Sir Alcxandor T, Galt, have had to 
resort to dircet taxition. Tho remarks by Sir Alcxandcr 
T. Galt in regard to dircet taxation by thu provinccs 
illustrate acutely the problems naw confronting the prov- 
inccs as comparcd with 1867. But when the provineecs 
found it ncoccssary to utilize dircet taxation they founda 
that through the interpretations of the courts this impor- 
tant ficld of rcvmue has becn S_riously curtailed. 

COMMISSIONER DEFOR: Was that speech of Sir 
Alexander Galt made at Shcerboorkc or in thc Legislative 
Asscnbly? 

HON. MR. MAJOR: At Shorbrookc. 

The principle of direct taxation has beon so applicd 
by the dceisions of the Judicial Committce on the con- 
struction of the British North Amcrica Act, 1887, as to 
constitute a scrious menace to provincial revenucs. That 
is; after cortain le sislation has been cnactcd by a 
previncial leislaturc providing for taxation which sccmcd to 
be direct taxation, the Judicial Committcc has hold it to 
be indirect taxation and thus boyond the compctency of 
the legislature of a province of Canada. 

Four feirly recent decisions will now be revicwed 
briefly in ordcr to illustrate thc difficultics 
cxpcricnecd by the lcgislaturcs of the provinecs in this 
mattcr of dircet end indircet taxition. 

i I refer first of all to the grain futures taxation 
case of Manitoba. In 1925 legislation was drafted for 


the collection of taxes from persons selling grain for 


future delivery. That tax was held to be an indirect tax 
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and therefore ultra vires of the mrovinges The next 
case I refer to is the fuel-oil case. The Attorney General 
of British Columbia v. the Canadian Pacific Railway 
Company (1927 Appeal Cases, 934). The legislation there 
required eveyy person who purchased fuel-oil within the 
province for the first time after its manufacture, or 
importation into the province should pay for provincial 
purposes a tax equal to one-half cent per gallon on the oil 
so purchased. That legislation was held to be invalid 
asthe tax was an indirect tax. On page O7 1 rezer to 
the mine owners tax case. In 1925 the Legislature of 
Alberta enacted the Mine Owmers Tax Act, 1923 (being 
Chapter 33 of the Statutes of Alberta,1923), which 
purported to impose upon every mine owner as therein 
defined a percentage tax upon the gross revenue of his mine 
during each preceding month. 

The tax was challenged and held to be ultra vires 
by the Privy Council. On page 38 I refer to the case 
of the Attorney General for British Columbia v. McDonald 
Murphy Lumber Company, Limited. -- Section 58 Or the 
Forest Act (chapter 93 of the Revised Statutes of British 
Columbia, 1924) imposed a tax upon all timber cut within 
the province except that upon which 2 royalty was payable, 
but provided that in the case of timber used or manu- 
factured in the province there should be a rebate of nearly 
the whole tax, The Forest Act prohibited under penalty 
the export of any timber without a certificate that the tax 
due in respect of it hid been paid. 

That Legislation was challenged end was held invalid 
by the Judicial Comnittee in 1930. 

On page 39 I sum up by saying: Onc can sum up the 
anomalrus situation relative to toxction by stating thet 


the provinees, which alonc have the power to pass laws 
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in relation to such mattors as uncuploymcnt insurance, 
old-age pensionsl and the great social services, herein- 
before rufvurrek to, have not at present the powers of 
taxation necessary to moct the outlay for them. 

Under the divisions that I have mentionca (provineecs 
as independent and autonomous; matters of national 
importance; thc regulation of trade and commerce; 
taxation), we havc discussed certain aspects of the inter- 
pretation of the costitution of Canada in so far as samc 
relatcs to the matters to be considcred by this Commission, 

There now remains the question of oamcndments to the 
Constitution. I deal with that question on page 41. 

It may be said from the above that the original concecption 
and the present position of the constitution of Canada are 
poles apart. It has been interproted in a way which it 
cin safcly be said would have caused consternation in the 
mind. of those who fromed it. 

It will be apparent from the decided cases in such 
IMattcrs of the gravest national importance as unemployment 
insurance, woekly rest, minimum wages, hours of labour, 
and other great social scrvices, that we in Cans da are 
practically 2t an impesse. The Dominion, according to 
the decisions referred to above, has not the power to pass 
legislation in relation to such mtters; thc prowinces 
al-ne have the power to pass such legislation, but they 
cannot in pricticc dew with such matters satisfactorily, 
as from their nature only national action in regard thereto 
can really be effective. In addition, to repeat what has 
ealrcady been omphasizcd, the provinces have not at present 
the powers of taxation neecssiry to meet theoutlay for 
seid mattcrs and matters of similar import. 

Tho closing words of the first Resolution of the Quebce 


and London Conferenccs are as follows: "Provided such Union 
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can be effected on principles just to the several 
provinces," If anyone can say that the present situation 
is"just to the several provinces," it may well be asked 
what would be the conditions which would make the situation 
"unjust to the several provinces," 

It is worthy of note that in the Order in Council 
appointing this Commission, the matters to be investigated 
and considered postulate the existence of certain facts 
which appear to admit the grievances of the provinces 
Which are set out above. 

Hence one is led to the irrestible conclusion that 
our constitution as it stands at present has ceased to 
be an effective instiument of government. It should be 
amended so that the defects which have been pointed out 
can be removed, and so that it will meet the needs of 
to-day and will cease to be an obstacle to social progress 
and national development. 

It will, of course, not be overlooked that or 
constitution can be changed by progressive judicial 
interpretation. This is a slow process and it is unreason- 
able now to expect the courts to overrule the long series 
of decided cases and remould and refashion the Canadian 
constitution by "judicial legislation" so as to make it 
conform satisfactorily to the requirements of present-day 
social and economic conditions which are profoundly 
different from those which existed seventy years ago. 
Hence any amendment of our constitution must be made by 
legislative enactment and it is such an amendment that is 
referred to hereafter in this paper. 

THE CHAIRMAN: I take it -- you do not say so in 
express words -- the only conclusion to be gathered from 


your argument sas here cited is that your government favours 


an amendment of the constitution so as to give the © 
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Dominion the powcr to enact legislation covcring the 
matters you have enumerated and disussed. 

HON. MR. MAJOR: To avery great extent, yes; particu 
larly the services which are to-day of great national 
importance such as unemployment Insurance and other great 
social services. 

The Imperial Confcrence of 1926 issued thc famous 
report known as the Dal toureRneport. The main declaration 
in this report was: 

tTho Committee arc of opinion that nothing would be 

gained by attcmpting to lay down a Constitution for 

the British Empire. Its widely scattered parts have 

very G@iffcrent characteristiss, very diffcrent historics, 
and arc at vory differcnt stages of evolution; 

while, considcred as a wholc, it dcofics classification 

and bears no renal roscmblence to any other political 

organization which now exists or has cvcur yet becn 
tricd. 
Thors is, however, onc most impar tant clomcent in 

it whitch, from a strictly constitutional point of 

view, has now, as regards all vital mattcrs, reached 

its full dev-lopmcnt -- w rofcr to the group, 

of self-governing comnunitics composed of Greet 

Britain and the Dominions. Their position and mutual 

relation may be readily dcfinced. They are autonomous 

communities within the British Hmpirc, equal in status, 
in no way subordinate one to another in any aspect 

of thcir domestic or extornal affairs, though unitcd 

by a common allcgianec to the Grown, and freely 

associatcd 2s members of the British Commonwealth cf 

Nations." 

Thc Balfour Report, however, docs not refcr to one 


respect in which Canc-da's constitutional position 18 
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diffcrent from that of thc other sclf-govcrning 
communitics. Tho othcr sclf-govcerning communitics rc- 
fcrrcd to in the said report have powcr to altcr their om 
constitutions. The Dominion of Canada alone of the sclf- 
governing comnunitics hrs no such pow-r. Its constitution 
makcs no provision for its amendment. In the grent m tter 
of amending Scctions 91 and 92 of thc constitution, 

no amcndmcnt has ever becn cnacted, 

Henee it appears that it is not accurate to say that 
Canedsa is equal in status to those communitics which have 
power to altcr thcir ow constitutions. 

The prescnt siturtion emphasizcs that therc must be 
a reallocation of legislative powcr between the Doiminion 
and the provinccs. The rceecnt decisions have linked the deman 


for reallocation to social and economis questions of the 
gravest import. 

COMMISS LONER SLnOioe “Tormako 1% perfeetly clar, your 
government asks for an amcndmcnt dcaling with thc mttcrs 
mentioned in the third paragraph of pege 41, unemployment 
insurancc, wockly rest, minimum wagcs,hours of labour, and 
Other 2rcat sociel services. 

HON. MR. MAJOR: Theso arc some of the questions. 

COMMISSIONER STROIS: Only som? 

HON. SR. MAJOR? “Yess” ~“therc may be others. 

COMMISSIONER SIROIS: Thank you. 

HON. MR. MAJOR: They can be detcrmincd only by a 
confcrcnee that might have to be held latcr on for that 
purposc. I mekc this concluding obscrvation on 
Denealf ot “tho province. =- 

THE CHAIRMAN: Mr. Major, you speak of the cffects of 
the decliration of 1926. 

HON. MR. MAJOR: Yes. 


THE CHAIRMAN: And you come to the conclusion that the 


ee wa a gs sit y : 7 agus ise oa f é é p a 1 J 
bdeeinaiunncs! eons a <0 eee 
y ean)! oe oe 9 i a CAP be ao : 5 ri vA 
i J _ vane , _ Rha! a sate Behe 7 i of a on ao ake wy 
7 ie ~ } - ed 


aT 


Coe 


Swe bine Sennen pia 
| Gietattrdene — we 56 go a0 a to Th oae. Bl 
le tae ie ee oe i “paetoaio’ a3 sit dae 
cae ate inte oe en at ak bac bic at | 


| ac ale la ts wa ot fe 
ot spelunn “orto nike sogtenvione cokes Foes 
“nobittnice oi ninco abi ory “sana aodte, eke te 
bhina oat Bouintt ovat ‘anon BO 9S toot oA, sonabeeny oe oo 
. ony ‘Io anokt asp araonsos baw feheos: ‘ot aaktee | 
yay a ness Le. lta ve oben ayy s@toats. —_ | det). 
arate vilt ‘mes i: att SH dat nb a an 0m. alee pear 
ieokipn Eetiere Bb sand to, Henig ag. ‘maki aed gh bone by 
“hrr ettiod Ax tom atid, é. ‘sei agua Let aad etait (agent 


be 


Dike taht Lape: teres te 
“ante eoup a a otis Sayin HOLM. ae 
! | ? ane! igs: nd. {enone aren " 
2usee OM i ® Pets ave 1 OR a Fi! mon “ 
“santa cr. toate lama 
Ne ine Bortbont ca oe ose serial a AMO 
~ aD pO o oat f p Yoit oe OF trae tala tet 2 iipan. e289 
« tte ge kit avers eee Ais ton ‘®. eds eile “ett Poly Sboncyag 
i | ~“ oa Svomg oat ‘Peraiados 
as RCT | ore 29 ving ey, wT Les Meee WANA ARO mae 


. oors Me ar étag, Leah ott 
: wi cabreala aos WE 
WHT Pade notcoLoade cht of ‘oiec coy Sod ALAR aT 


71 


status is not accuratc in so for as Canada is concerned 

by reason of the fact she has not tho powcr to amend hor 
own constitution. I belicve that declaration was 

aimed ata different point from that particular one. 

Do you make any suggcstion is to whcther Canada should have 
the powcr to amend her own contitution? 

HON. MR. MAJOR: Yos; the government of this 
provinee isstrongly in favour 92f Canada being given the 
powcr to amend her own constitution. 

THE CHAIRMAN: It would have to be under 
certain restrictions. 

HON. MR. MAJOR: Naturelly, that is recognized. 

THE CHAIRMAN: That woufid protect spccial rights 
end intcrests. . 

HON. MR. MAJOR: Yves. 

Our concluding obscrvations are as follows: 

A consideration of the cvents, etc., which prececded 
1867 tclls us thot difficult and strenuous times confronted 
the Fathcrs of Confedcration. The scctional and political 
diffcrcnecs and the clash of controversy must have made 
the problems of Confederation sccm almost impossible of 
solution. We cannot as yet and perhaps never will be able 
to distribute among the Fathers of Confedcration the credit 
which is duc cach of them for the part he played in con- 
summating thc union >.f these provinecs. But sectional and 
political diffcrcnecs were temporarily forgotten, the clash 
of controversy was suspended, the Fathcrs of Confederation 
each brought to his country's alter the highest powers and 


talents which within him lay. The British North America Act, 


1867, was the result. 


That Act scrved woll the times for which it was enacted. 


But scventy yours have passed since the Union was cffeocted. 


That is a long period in the life xf a young country 
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like Canada. A now orientation of the rights >f the 
citizens in relation to the government of the state hrs 
arisen. Thc brothcrhood of man has a mcaning nw quite 
different from the meaning of 1867. The prcblems we have 
touched on cbove (and there are doubtless others) have 
widened the scope and altered the tempo and functions of 
government. 

Shall the march of progress continue o@ shall we in 
Canada remain in the mould of an age that is past? The 
constitution as it stands is not able to mect the new 
conditions. It dcomands omcndments. 

Again, as prior to 1867, there arc sectional and 
political diffcrcncces which project themsclves into the 
life of the pcople of these nin independent and 
autonomous communitics which occupy the northern half 
of the North Amcrican continent. Again, as prior to 1867. 
the clash of controversy is hcard in the land. The lessons 
of history tocch us thet a democractic people will not 
indefinitely suffer disabilitics. In its last analysis 
the constitution of our country comes from the people. No 
great question is ovcr settled wmtil it is-settled-rignt. 

The Government of Manitoba belicves that the problems 
now bcforce us arc no greater than those of 1867. It 
pelicves that again sectional and policial diffcrcenecs 
can be temporarily forgottcn and the clash of controversy 
cen bc suspended so thet the necessery changes can be made 
to cnablc our constitution to mcct the problems which now 
confront us. 

Tho Government of Manitoba hopes that these 
submissions which ire being made to this Comission, and 
through this Commission to the tribunal of public opinion, 
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THE CHAIRMAN: Thank you, Mr. Mejor, for your 
presont-tion of this viry importcnt subject. Of course, 
you recognize that there is a differcnee of opinion in 
regard to these mttcrs, and the Commission will 
necessarily rescrve its opinion until it has heard sub- 
missions from ell of the provinces ns Well as thc Dominion. 
That is all you care to do this morning? 

HON. MR. BRACKEN: We accupt your judgmcnt in the 
matter. Weune turelly prefer. to deal with the difforcent 
aspects of the situation at differcnt scssions, but if you 
like ta mike use of the timo that is left wo are agreeable. 

TH: CHAIRMAN: That is agrecable tt the 
Commission. Mr. Major hos gonc through his work a little 
more quickly than wis anticiprtcd. I overlooked doing 
what I should have done when you resumcd your sent; that 
is, to cxpress om bchalf of the Commission our sincere 
appreeintion of your cordicl words of wclcome on our 
coming into this provincc. 

HON. MR. BRACKEN: Thcy worc very sinccre words. 

This gives mc the opportunity to make the request that the 
printed documcnts, Part 1, be recognized 2s part of our 
submission. 

THe CHAIRMAN: Then Part 1 will go in as Exhibit 
No. l and part 2 as Exhibit No.2, for the purpose of the 


record. 


EXHIBIT No.l: Introduction to the Submission 
of tho Provinee of Menitoba,--Hon urabLe 
Mr. Bracken. 


EXHIBITNNo.2: Submission on behalf of the 
Province of Manitoba, presented by Honourable 


Mr. Major. 
THE CHAIRMAN: We shall risc now end resume at 2.20 
this aftcrnoon. 


(wWhereupon thc Commission arose at 12.50 Dells] 
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AFTERNOON SESSION 
The Commission resumed at 2.30 p.m. 
HON. MK. KBHACKEN: Mr. Chairman, in our study of the 
economic and social conditions now obtaining in this part 
of Canada, we have attenpted tc measure the weight of the 
burden of certain of these conditions upon our people. One 
of these is the monetary policy fohlowed by the Dominion 
government in recent years. This part of our presentation 
will be submitted by Dr. Upgren. For the information of 
the Commission I might say that Dr. Upgren was at one time 
Research Associate of the Hutcnins Commission of Inquiry 
on International Economic hkelations. Later he was Econ- 
omic Analyst on Trade Agreements, for the United States, 
Department of state. He is tne. author of several eriic- 
les among which are "Reciprocal Trade Agreements," 
“Triangular Trade," “Devaluation of the Dollar in relation 
to Exports and Imports," and "International Trade in relLa-~ 
tion to the Devaluation of the Dollar." 

At the present time Dr. Upgren is Associate Prof- 
essor in Economics and Finance at the University of Minn- 
esota. 

In this study which Dr. Upgren has made, he has been 
associated with Dr. Grant, of our own university, and in 
the preparation of this part of our submission he has had 
the cooperation and collaboration of Professor Viner, of 
she University of Chicago, and Dr. Hansen, of Harvard 
Untzsrsity, two cutstanding authorities on monetary prob- 
lems, who have read the manu."script and are in general 
agreement with its findings. 

I will now call on Dr. Upgren to present this part 


of our submission. 
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The Effccts of Fedcral Monetary Policy 
on Wcoestcrn Canadian Econony 
PROFESSOR A. R. UPGREN; Mr. Chairman, I wish first 
tOALLLC & SOpy "or tigs Drier, “Part'3, the Erfocts of 
Foacrel Monctary Policy on Western Canadian Econony , 
HaHIBIT NO. 3: Part 3 of Manitoba's submission--the 
Effocts of Fedcral Monctary Policy on 
Western Canadian Economy 
PROFiSSOR UPGREN: Mr. Chairman, I would like to 
approach the problem of the Effects of Federal Monetary 
Policy on Western Canadian Economy from two angles, or in 
two parts. The first part runs largely in words, with a 
few figures, and the second part runs largely in figures with 
@ few words. As the summary of the first part is rather 
short I should like, if I my,to read it, and then to discuss 
only the second part, with some citations from the document: 
The Effects of Federal Monctary Policy 
On Western Canadian Economy. 
Summary of Analysis 2nd Conclusions 
The purpose of this section is to examine the 
extent of disability placed upon Manitoba and theprairie pro- 
vinces as a result of the monctary policy thet prevailed in 
Canada from 1931 to 1956 and to compare it with a monetary 
policy that would have maintained the ability of the’vest to 
compete effectively on a price basis with its chief compct-— 
itors in ths world markcts-—-Australia and the Argentine. It 
will be shown thet the annual income to the grain growers of 
Manitoba upon their grain cxports was 6 million dollars less 
than if the Canadian doller had been kept in line with the 
Australien pound. In fact, tho cost to all Manitoba grein 
growers about cqualicd tho total texcs collected annually 


by the provincial government. Using tho samo basis, the cost 


to wheat growors alone in the throc prairic provinecs aver- 


aged about forty-scovon million @ollars annually, which cx- 
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cccded the total amount of taxcs collccted by tho municipal- 
itics of the thrcc provinces. 

The prairic provinccs cxport ta forcign countrics 
about 45 per cent of the valuc of thoir total nct production, 
a proportion as high as, if not highcor than, that of most 
importent producing arocs in tho world. For Manitoba, the 
proportion of totel produstion oxportcd is about onc-—half 
o& tho average of tho prairie provinecs, that is about 
22 por ccon¥. But because tho businoss of the clcvetor com- 
panics and grain conecrns of Winnipeg depcnds not only upon 
the grain trade of Manitoba tut also upon that of ell the tmadc 
of Alberta and Saskatehcwan--Manitoba, including Winnipeg. 
is really moro hoavily dcopendent upon the cxport tradc than 
this’ figure of 22 por cont would indicato. Tho rost of Can~ 
ada (cxelusivo of tho prairic provinecs) exports abroad only 
about 10 per cont of its total production. Thus, we sco tmt 
Menitoba, SaSKATCHAVAN and Alberta arc very much more heavily 
dependcnt upon cxport markcts than is the rest of Canada, 

It is a simple truth that, as far as prico is concerned, 
oéhe soller of goods to buyors within his own country is con- 
cerned only with the pricc that hc receives for his product, 
To the sclicr of goods abrocd, howewcr, there are two factors 
thet determine the price the seller reccives for his product— 
ion, These two factors arc: first, the price of goods in 
the foreign import country, and, second, the rate of exchange. 
Tho rate of oxehange is cqually importent in dctormining how 
much that price--the forcign price--yiclds him in his own 
country. 

We may illustrate this by a rofcronce to Canada’s prod= 
uction of manufactured goods, which genorally do not cntor 
largely into cxport tradc, and whose produccrs arc concerned 


only with tho prico within Canada. In contrast, tho grain 
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growcr of Manitoba, who must soll abroad about two-thirds of 
all the grain ho produces, is heavily dopondont upon the prise 
O© grain in foroign countrics, In fact, it is woll rocog- 
nizod that this forcign price, or world pricc, sects the pricco 
cvon for the smeller portion of his crop which he sclis at 
home, but which we have not taken into consideration in our 
estimate of the disability to the prairie provincecs. But the 
grain ghowcr docs not actually reccive paymont for his foreign 
salos in forcign currency; this forcign moncoy must bo conver-~ 
ted into Canadian dollars, Thus wo sco that tho rato at 
which the world price bccomcs comvertcd into Canadian dollars 
has just as much to do with the prico the Canadian farmor 
reccives as the price of grain itself, in the Liverpool mar-. 
kot, 2or oxample, 

During tho depression. England purchased agriculturar 
foods and raw matoriais in cven larger quantitics than boforc 
the dcpression. , But to realize the situation-in. whiosh. ike 
prairic provinco grain growcors found thomsclvcs we must reeall 
that in 19832 England got hor supplics of food @nd drink from 
abroad at an average price in hor own moncy, stcrling, that 
was only 45 per ccnt of the price bofore the dcprcssion, Pcr- 
haps England*s greatest force for rccovery was this low food 
cost. It dllowed hor pcople to spend a largor amount for 
things produced at hone, and it was this in turn that assis- 


ted grcatly in bringing about hor shapp recovery. But this 


great gain for England rcprescntod a loss to Canada, Although 
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the grain and moat produccrs of Australia, Now gealand, and 


Argentina also suffored income losscs of the same naturo, these 


; i w Zoale and Ar- 
losscs in incomo in tcrms of Australian, New zealend and A 
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; adopted in cach of these countrics, 
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by thc currency policy 
In those three countrics, to provont so drastic a declin: 


; itic % rate 
in incone to the produccrs of oxport cormmoditics, the rat 
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of soxchango on England wes puernittcd to risc (in eontrast 

to cn ectual fell in 1932 for Canada). By this we meen that 
the nunbor of Austrelian pounds that could bo got for pounds 
stcrling was inercascd by the action of thc Australian govern - 
mont. An illustration of the eetual rate for Australie will 
holp to clarify whet is moent by this changes in the PALO OL 
oxchango. In the past the Australian pound hed a fixca parity 
in reintion to tho pound stcrling; this parity may bo cx- 
prcosscd as ono to onc, or lore conyonicntly as one hundred to 
one hnunarcéa (100 to 100). When priccs of wneat and wool fell 
so sharply in 1931, the Austvelian banking systom ellowcd this 
ratc of oxchange to change at the requcst and with the Cons) 
ene Mity oF ‘tio government. fhe rato wes changed to a rate, 
as the Australian puts it, of 100 to 135; thas is, 100 pounds 
storling would yicld in the forcign oxchange market 125 Aus- 
tralinn pounds. In contrasy Fosao policy in Australia, 

which resulted in a 25 por cent jnercese in rcturns in Aus- 
trelien nonoy to Australian cxporters on forcign salcs, the 
Canadian policy rosultcd in & a€cercaso of almost 20 pcr cont 
in the rcturns in Canadian money to Canadian cxportcrs in 
1932. In Now Zcaland, as in Australia, tho cxchange policy 
resultcd in en inercaso in rcturns of about 25 per cont; in 
Argontina the inercase wes alnost 20 por cont, 

Lot us trace tho results of this policy for the whcat 
growoz of Australia. Tho whcat grower of Austenrlir, solling 
in thc English market for © price that wo assulic without 
substantial acparture fron reality to remain unaffcctca by 


changc in Australian currency policy, rocoived in Australian 


pounds for cvory 100 pounds storling worth of whcat sold in 


Liverpool, not just 100 pounds in valuc, but 125 pounds Aus- 


tralian noney. If tho prico of wheat in Liverpool was un- 


changcd, as we have assuricd it to po (at loast as far as any 
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important quantitative change is conecrncd). the chango in 
whet wo heve callod the sccond pricc-making factor, the 
rate of coxchangc, mcant that tho Australian whoat producer 
Zot a .co por cent incrceasc in his own moncoy for theo whoat 
which ho sold abroad, As a result of the fall in tho Eng- 
lish curroncey valuc of tho Australian currency in the poriod 
from 1931 to 1936, tho produccrs of wheat in Australia 
Geurcd, uwpon thoir everagcoxports of about 125 million 
bushols,.an annual incroase in roturns of about 18 million 
dollars, or ebout fiftoen cents a bushel. 

It was just this thet Canada dia not do. The prairic 
provincos, however, do conpeto in tho world markots, very 
largcly with Australia and Argont na. Argcntine also al- 
Lowed hor xete. of cxonenga to. depreciate, and. to adeproeciate 
Svonemore thom tie Austrolion roto... Thus, the curreney 
DOliGy, Ol Cenats Cid. nod. porait hem producors and: oxporters 
for the world markot, by far the most importent of which 
is tho whcat produccr, to compcte on an cqual basis with 
the Argcntinc and Australian wheat cxportor, The lLoss¢s 
to the grain growers of tho prairie provinecs resulting 
from this monctary policy have amounted, as pobntcd out, 
to an annual avorage of 47 million dollars sinco 1951, 

This has bcen ncasurea by calculating tho diffcronec botwocn 
the emount actually rcccivod for whcat exports and the 
amount that would have bcen recoived if the relation of 

the Canadian dollar to the pound storling had beon kept in 
linc with tho rete Australia maintained, always assuming 
that such action would have hed no cffcct on the sterling 
price of wheat. 

The qucstion naturally ariscs as to who would pey for 


the boncofit Canadian cxporters would have reecivcda fron 


cxchange alignmont, The answer is that the classes in the 


community that must buy abroad pay highor pricos for impor- 
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tec goods (or for domestically prcoducca gcocs whoso priccs 
@re fixcd in the world markots) when tho curroncy of a 
forcign country riscs in valuoc in relaticn to thcir own. 
Thercforc, tho buyors of imports that nust be paid for in 
donostic currency of a recucce oxchange valuc may be saic 

to contribute in largo part the very acdition in funds which 
the scllors of cxports roccive. 

Kecping the valuc cf the Cancdian dollar in tcrms of 
the pcunc storling in linc with the stcrling ratc for 
Australia--a policy of currency alignncnt--invblvcs, of 
course, cortain offsctting burdons to tho advantages thet 
the cxport industrics dcrivo. Thoso arc primarily the in- 
croascd cost of imports, montioncc abovo, anda tho increased 
cost of dobt sorvice abroad. Spocific roforcenco is rece 
to thcse two accounts bocausc thcy arc the two nost import- 
ent itoms in Canada's balance of paynonts, and it is, ef 
course, the total belancc of paynonts rather than only the 
treco position that shoulc bo rcoekoncc with. We sugecst 
thet the proporticn of thc West's supplus cxport reccipts 
(the balance aftor €cduction of payncnt of its imports) 
required for dcbt sorvice must bo a ninor pwoportion cf 
this suppdus. 

In crdcr to illustretc this point lot us assurc--as is 
probably close to reality--that the proportion of total 
incone absorbca in the payment of cobt sorvico abroac is- 
uniforn throughout Caneda. Wo ronch the conclusion that 
maintaining the valuc of the Canadian collar groatly bcno- 
fitoe Eastorn Ceneda by providing at a lowor cost (then 
woulc have boon provided in the casc cf the policy oF 
curroney alignment) Eastorn Canada's forcign cobt service, 
aot was nuch ercator in roleation to its cxvorts than that 
of Western Canedc. 


THER CHAIRMAN: I suppose when you cone to yor figures , 
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you will give us soric figurcs becring cn these points? 
PROFESSOR UPGREN: I hope on the ecnclusion ef the 
Surmeary to give figures that will cxplcain sonc of the 
points Bede horo. “fo continuo with the bricfe Tn tho 
caso of Wostcrn Canada, on tho othor hand, the gain ropros- 
entod by tho cnhanced price for agricultural cxports would 
be absorbce only tc a minor dcogroc by the incrcascd paynents 
required for forcign ccbt scrvico. This statonont is basod 
upon tho fact that a very substantial proportion of costs 
in agriculture is tho fixed costs of texca and froight 
ratos, which arc payable in domostic curroncy, intocrcst 
on thet part of total inccbtcdness that isslso payable 
internally, anc the cost of supplics obtained from Cconostic 
sources whosc priccs are not cotcrmincd in the world nerkets. 
OfnthHG anount) of agricultural incororvrcaquircd fom tctal 
acbt service, we aro, of course, intcrcstcod in the propor- 
tion that is payablo in comestic currency. That this is 
a major proportion can, of courso, bo shown by & corparison 
that woula royoal the fact that indcbtednoss hold abroad 
in cvory form against Canedian dcbyors is a minor pywo- 
portion cf the total inécbtcdncss of Canada on cvery account. 
Wo hevo attemptee in the following scction tc cstinate 
the loss to Wostorn agriculture of the feilurc of Dominion 
nonctary policy to maintain cquality in compctition with 
Westcrn Canada's important compotitors, Australia and Ar- 
gontina. We bolicve the cost of failure to follow that 
policy is in part shown by the diffcrence botwocn the sum 
that would have been roalizea upon the cxports of Western 
Canada had the policy of currency alignnont been pursued 
anc the sum that was actually roclizoc. 


Wo realize that the ratc of cxchango as © part of mon- 


etery policy is not toc bo consicorce only by itsclf. Here 


wo rofor particularly to the policics fcllowed in Australis 
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which attemptcd dircetly to rceducc the burcen of intcrcst, 
to reduce wages, to reducc govornnontal costs, and to place 
an inercasod share of the govcornncntel burecon upon thosc 
recciving inecric from preperty sourccs. But we woulc assort 
that the predominant viow of the litereturc on nonotary 
pclicy in Australia is that the very corncorstonc cf hor 
monetary policy is that aspcet which rolatcs to thc exchange 
ratcs of the Austrelian pound in relation tc the pound 
stcrling. 

Onc illustration mey suffice to shcw tho connection be- 
twecn low intcrost ratcs and the rato cf oxeehengo., At Ss 
latcr point in this sccticn wo shcw that thet inercesc in 
the burcen of servicc on Australian governnent cobt held 
abroac which may bo diroctly attributoe to the rise in the 
Loncon rato of oxchengo actually provec to bo almost fully 
cffsct by the intcrest savings corivcé from refunding oper- 
ations which were mace possible by tho fevoureble trade 
balance resulting from the cxehango Ccpreciation. Morcover, 
the monctery policy in Australia clcarly resultcda in higher 
priccs to farmcrs than would hevo otherwise prevailed. 
Without the monoteary pclicy of ccprcciating the Australian 
pounc against the British pound, the urban cormunitics in 
Australia would heave boon recciving a bonus from the farners 
im the form of abnoraaliy, low prices “of food. “Thus, the 
monctary policy was morcly a correction cf an unbalanced 
price situation as betwcen agriculture and cthor procucts. 

It hes bcon obsorved that Westcrn Canaca finds its ox- 
port markcts (for wheat) chicfly in tho Uniteod Kingdom enc 
to a lessor extent in Continental Europe. In contrast, 


Festcrn Canada finds its cxport markcts lergcly in tho United 
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may cerll these divergent ar “crosscd* channcls of cxport 
tradc, the actual policy pursucd wos much more injurious 
to Wcestcrn Ocnade than to Eestcrn Canada; this wes beeausc 
Westcrn Canada sold in markcts whosc ecurrcncy deoprccicetcd 
rclative to the Canadian dollar, whorces Eestcrn Canada 
sold largely in the Unitcd States -- a markct with en 
appreciating currency. 

In summery, it mey be said thet until 1933 the Canadian 
dollar appreciated ageinst the British pound. Af. LOSuls 
Westcrn agriculture, whoch sold « grcet share of its wheat 
oxports to Great Britain, rocoivod a depreciated pricc for 
its wheat cxports to thnt country. And theo ehanecs in the 
forcign cxchangce veluc of tho pound stcrling prob-bly waid 
not have ercatly affcetcd the price of whcat in Englend. 
in, fact, in 1952, with quotas, cxchango controls, and 
higher wheat teriffs in Gcommeny, France cnd Itely, the 
mein buycr of world whcet was Englend. Conscqucntly, the 
price of wheat in Cznada was dcpcondcnt upon the English 
pricc gonvertcd into Cenedian moncy Wit, Of course; cortain 
minor qualifications that arc of minor quantitative Signif- 
ieanec. The policy of cppreciction of the Cenadien dollar 
relative to the pound sterling up to 1933 diminishod the ret- 
urns to Canada for its exports of whcat. In contrast, Eastorn 
Canada because, as wo have pointcd out, of lergor salcs in 
the United Statcs, enjoycd an incrcasc in returns from its 
oxports due to the fact that the Canndian dollar was dopree- 
ieatcd against the Amcrican dollar. Sinec prices of nowsprint 
for example, worc detcrmined by conditions in the United 
States just as priccsof wheat wcro detcrmincd to a very con- 
sidcrable extent by conditions in Groct Britein, the actual 
rate of oxchange vis-a-vis thc United Steatos dollcr gave to 


Eastern exportcrs to that country c grcetcr monetary return. 
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COMMISSIONER ANGUS: If the Canadian collier hae boon 
Ceprociatod, would not the acwantage of castern Caneciens 
scolling, &s you gsay,in the Unitce Statcs markct have 
been greetor then it wes? 

PROFESSOR UPGREN: It would have boon groaver than it 
Was. 

COMMISSIONER aNGUS: <&né their roelctive position to 
Manitoba would have been much the sanc as it wes? 

PROFESSOR UPGREN: That is right. To continuc: 

Thus , we observe from the analysis of thc cmnnals of 
cxport trace of the verious arcas of Cannde a grceat civer=- 
sity cf trencs resulting fron hor proncunccd ccononic region- 
&lism, as reproscntce by her threo great princary incustries, 
agriculture, motels, and wood ané fcorost Preauetss, ) The 
resulting pattcrn of cecnonic conscqucnces rey bost be dcs- 
eribcec as in the nature cf a “whip saw," for the West had 
its inconmc rccucca at a tinc when its burccns ned incrossoed, 
This ection, we have shown, sosultce in cotrincntal cffcets 
to Westorn Canace and cortain favourcble cffccts to estern 
Cenaca, Deth tho rosult of 4 Singlo mcnctary policy comm n, 
of course, to all parts of the country. 

I shoulé also like to rcad the note: 

NOTE: The Australian Cormission on Grants to the 
States of Western Australia, South Australia, and 
Tasmania acknowlcdged end measured the bencfit of 
this exchange policy to the export incustrics in 
the threc states mentioned, in fact, these bonefits 
were cstinatcc at anocunts that wore ebout cqual 
to the losscs caused to these three statcs by Aus-~ 
tralian teriff pol#ty. It is also intercsting to 
note that the Commission, in dctcrminin.z the anount 
of the disabilitics tc these threo stetes arising 


out of naticnal polécy, dcductod the cxchange rate 
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Scvanbteso Lrom tho lossos duc to tariff policy. 

in this way they arrived at a not loss. Wo wish 
to point out that in Canada the Cisability cuc to 
tho cxchango policy is tc bo added to the cisabil- 
ity by the tariff to arrive at a gross loss. We 
eonsicer later the disacbilitics to the orairic 
provinccs which arise: out of the tarifi policy of 
Canada, 

THE CHAIRMAN: Did Australia go off gold because she 
could not stay on? 

PROFESSOR UPGREN: I think that is correct. 

THE CHAIRMAN: It was a monetary policy forced on Aus- 
tralia by her inability to meet foreign payments in gold, 
They had so reduced their gold supply that they had to 
go off the gold standard. That is my recollection of my 
reading at the tine. 

PROFESSOR UPGREN: That is certainly true. In other 
parts of the world countries have been forced off gold, and 
then later on the time comes when they fix the rate. 

THs CHAIRMAN: I was saying that your statemént appears 
to be based on the assumption that the Australian policy 
was deliberately adoptcd, which produced highly beneficial 
results to the Australian people. But as I understand it, 
the policy was forced on Australia, by reason of her in-. 
ability to meet her payments in gold. They shipped out 
great quantities of gold and remuced their supply toa 
point where they felt they could not go further, and then 
they had to go off gold. 

PROFESSOR UPGREN: I perhaps did not make myself clear 
in my reply. Once they have separated from gold, some de- 
cision must be made as to the levol at which the cxchange 


rate shall be, and the policy comes after the separation 


from gold. 
(Page 91 follows) 
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I refer now to the figures in order that they may serve 
to illustrate some of the points given in the rather brief 
summary. In connection with the value of the Canadian 
dollar, I speak of this in the second paragraph as though 
it were a matter of definite policy, because when you 
pursue one course rather than another it is reasonable 
to assume that you have adopted a definite policy. And 
when it is apparent that the intention is to keep the 
Canadian dollar half way between the British pound and the 
Qmerican dollar, as I have indicated, I regard that as 
a policy, because other alternatives are available and 
are not adopted. 

CHAIRMAN: Where do you find that policy set out? 

PROFESSOR UPGREN: The Canadian dollar was maintained 
half way between the pound and the United States dollar, 
and the selection of that policy, I submit, presumes the 
re jection of other possible alternatives. 

COMMISSIONER ANGUS: Why do you say, in reference to 
the Canadian dollar, that it "yas maintained at a level" 
rather than that it found its level at a particular point. 

PROFESSOR UPGREN: £ say that, sir, for this reason. 
<Z recall that the Minister of Finance intimated his desire 
‘to hold it at the level to which I have referred because 
by so doing the servicing of debt in the Ynited States 
would not be too great, and that seems to me to be a 
decision that partakes of the nature of a policy. 

THE CHAIRMAN: What evidence is there of active steps 
having been taken in that regard? 

PROFESSOR UPGREN: I give the export of gold and the 
loss of foreign assets as evidence that it was maintained 
for the purpose I have indicated. In the second paragraph 
I merely refer to the fact that an alternative policy 


might have been to bring the Canadian dollar into line 


with the Australian pound. 
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In the third par cgraph there sare - few figures which 
agein ere supported by tables to which I would refer the 
Commission. The figures cre indicated in the sccond sen- 
GENCE: 

"As is shown in Table 18 (which gives data 
for cach of the years from 1950 to 1936), Western 
Canada produces more than 90 per cent of fll wheat 
produced in the Dominion. In 1930, for exemple, the 
totel wheat production in Canada cmounted to 421 
million bushels of which 397 million bushels were 
produocd in “the three preirie provinces. ° Of this 
total Canadian wheat production, 54 per cent was 
exported (Table 9). In 1930 exports from the Prairie 
provinces of four grains were valued et 201 million 
dollers (Table 1), while their total net production 
or “ill goods ‘of every Kind had a value’ of 456 
Willions (Table 3). A comparison of the last two 
figures revecls that grein exports of the prairie 
provinces amounted to about 45 per cent of their 
Govol net production of all goods." 

Perhaps no country in the world lives as much by bread 
alone as does Western Cenada. The rest of the paragraph 
indicates that Eastern Canada exports, in the major products 
about 9 per cent of the value of the totel net production 
Of vali NON=-preirie provinces, 

COMMISSIONER ANGUS: They export 9 percent of the total 
production of six items. 

PROFESSOR UPGREN: Yes. As regards the second paragraph, 
I would point out rather briefly that the policy of currency 
nlignment of the Cenadian dollar would have had this general 
effect. Agricultural erecs when a depression comes, cannot of 
course efsily restrict production, becsuse they pour the same 


volume upon the market. Menufacturing areas can restrict 


production end hold prices better than agricultural creas ean 
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because if the farmer attempts to curtail his production 
he throws himself out of a job, and that is something he 
cannot do. Therefore, to relieve the pressure conscquent 
upon these differences in the conditions under which 

goods are produced by agriculture as opposed to industry, 
in many countries of the world a currency policy was 
adopted to improve the returns to producers of agricultural 
commodities and raw materials. 

This means that when you improve their returns, other 
sections of the community that buy abroad have to pay 
somewhat more, in that way literally making up the fund 
Which the farmers recieve in the form of a higher return 
in their own money for their own produce. 

In the third paragraph I indicate some of the points 
made in the summary. I em referring now to page 6, 

The fourth paragraph contemplates measuring the 
extent of the disability. %ne might ask this question - 
and here I am referring briefly to the last sentence in 
the footnote. Suppose all sountries had followed the 
policy of Australia, the Argentine and later Canada and 
the United States, and had entered upon it at the same 
time, what would have happened? The conclusion to which 
a large number of people have come is that expansionist 
policies generally - freedom to act, to cxpand credit and 
to induce recovery - could not in many countries get 
under way until there was that freedom from pressure of 
gold which the Ghairman indicated some time ago in a 
question he asked. 

I should like to turn now to the middle of page 9 
giving some of the. tables to illustrate the points made. 
Table 1, at the bottom of the page, gives the relation 
of prairie province grain exports to total Conadian grain 


exports and to total Canadian exports. The Lara Lees 
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taking the first year, 1930, shows that total Canadien 
exports of all classcs were approximately 800 million 
dollars. The exports of four grains, given in the next 
line, amounted to $213,000,000. Grain exported for the 
prairie provineces amounted to $200 ,0009000. which, as 
indicated in the fifth figure was 25.1 per cent of all 
the exports of Canada. In the case of Manitoba we give 
the figure separately. 

Turning to page 10, Table 2, which I shoulda like to 
contrast with table 1, repeats in the first line the total 
Cenedian exports of all types of goods, which again is 
$800 ,000,000. It happens that the important exports of 
four metals, and wood pulp and news print - the metals 
being copper, lead, nickel and gine - amount to $199.7 
millions, or roughly spcaking $200 million. That also 
is 25 per cent of the total Canadian exports of all classes, 
giving us the fifty percent sample to which I referred 
in reply to a question. 

THE CHAIRMAN: The figures indicate that the exports 
of four metals and woodpulp and newsprint amounted to 
approximately the same percentage of total exports as did 
the exports of grain from Western Canada. 

PROFESSOR UPGREN: (es,0my Lord, thet Te right — an 
1930. And if we take the average it is approximately the 
séme throughout the period. Turning now to table aS 
instead of giving the total exports in the first line we 
Pe the total net production. In 1930, for the prairie 
provinces, the total net production was $456.2 million. 

CHAIRMAN: Are these figures taken from the dominien 
Bureau of Statistics. 

PROFESSOR UPGREN: They are from the Canada Year Book, 
In the second line we find that there is a percentage of 


grain exports to total net production of $200 million, 
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referred to & moment agog of 44 percent. Let us put it 
in another form and we find that western agriculture 


in that year exported 44 per cent of the total net 


production, which is the high proportion referred to 

in the summary. In the case of Manitoba, the grain 
exports represented in that ycar 16.1 per cent of the 
total net production. In the next large figure, 

$2,727.7 millions, we have the net production of the rest 
of Canada other than the three prairie provinces, and 

the percentage given below - 7.3 per cent ~ is the 
relationship which the $200 million exports of newsprint, 
woodpulp and the four metals to which reference has been 
made, representing exports by the rest of Canada, tears 
to production. 

THE CHAIRMAN: Why do you choose only these particu- 
lar substances for purposes of comparison, rather than 
the total production? 

PROFESSOR UPGREN: Simply as a matter of convenience. 
It would be extremely difficult to include all of them. 
Textually, I have pointed out that if we were to go 
further in attempt to enlarge the list, we would add 
precious metals, and that would give for Bastern Canada 
an amount that would probably equal the exports of 
eninal products from the west. So that if we carried 
the analysis beyond the fifty percent illustration we 
should probably not alter the picutre greatly. 

Turning to page 12, I would discuss Table 4 for a 
moment. 

COMMISSIONER ANGUS: In the middle of the Last 
paragraph on page ll, you say that if all exports not 
covered by the Tables given above were credited to the 
non prairie provinces, their exports would still approxe 
imate only 22 per cent of their production, or but one- 


half of the prairie province grain exports. 
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PROFESSOR UPGREN: Yes. Perhaps it would be helpful 
to discuss that paragraph. Suppose, after giving ercdit 
to the West for exports of wheat, amounting to 44 per 
ecnt of all it produces, we had said that everything clse 
exported by Caneda was exported by the non-prairie 
provinecs, it could only have lifted their proportion of 
exports to thcir total production to 22 per cent. I am 
trying to indicate the extreme limit. Since animal 
products in the West are fairly important, I should 
exp.ct that the figure would be somcwhat lcss than twenty 
Peracent, 

COMMISSIONER ANGUS: How do you reconcile a figure 
somewhat less than twenty per cent with the ten per cent 
given on page l. 

PROFESSOR UPGREN: There I gave round figures. The 
ten percent is a very rough average of the figures in 
wie Last Lins of Table 3%. 

COMMISSIONER ANGUS: It is limitcd to six products? 

PROPPCCOR UPGRENY “Yes. whith is 30 per cent ‘or all 
products. : 

COMMISSIONER ANGUS: Ycos. But 22 per cent is your 
figure for the portion of Manitoben producc which is 
exported, and you compere thet with the proportion of the 
total production exported from the non-prairic provinces, 
Which latter you call 10 per cent, When we come to page 
ll we find your ten per cent. I1t is from the non-prairic 
provinees, but it is confined to four mctals and woodpulp 
and newsprint. The question I should like to have you 
answer is this: Why are you comparing the figures of totel 
exports from Manitoba with a figure that is confincd to 
six articles from thc non-prairie provinecs, although here 
you call it « percentage of their total production? You 
go on to say that for the non-prairic provinces the 


proportion of thcir total production exported could not 
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be quite as high as 22 per oent. Aftcr all, you have 
said that one figure is about 22 per cent; thon when 
you corrcet it to correspond to the other page it is 
nearly 22 per cent. Why do you call it 10 per cent 
when as a matter of fact it is) nearer 20 per cent? 

PROFESSOR UPGREN: Wc have tried to point out that 
that is a minimum figure, but that Manitoba, gcographically, 
serves a whole erea, especially Winnipeg. It happens 
that political lines arc drawn across the arca, but that 
is unreal in terms of the income of the people of 
Manitoba. 

COMMISSIONER ANGUS: I still come back to that 
question. Would it not be fair to say that the figurcs 
are respectively 22 per cent and nearly 20 per cent? 

PROFESSOR UPGREN: When you say 20 pcr cent you 
give ercsdit for aS A rentacee everything; you have credited 
all other cxports to the non-prairie provinecs. We doa 
not want to comparc the most favorable basis in the one 
case with the least favorable basis in the other; we have 
tried to get them both on as fair a basis as possible. 

Turning to page 12, the figures given show the 
total exports and the total imports of Canada, and the 
indexes of thom, Table 5 supplies indexes of the average 
unit price and of the physical volume of total exports 
and total imports, and these date show that the physical 
volume of Canadian imports increased very substantially 
in 1931. In that connection we observe that exports, 
as to priccs, declincd on the average to S220 ioreter 
to the figure for 1933, which happens to be a low point. 
The volume fell to about 750, In the case of imports, 
the price level fell to about 54 in 1933, and in the 
semc year the physical volume fell to 8l. 


Turning now to Table 6 at the bottom of the page, 


we find sct out the price lovels and the guentitics sold 
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by various major industrics in Canada. Let us take 
agriculture first of all. Based upon the 1926 index of 
unit price, given in the very first column, in 1933, which 
happens to be a low year, the index had fallen to 42. By 
1936 it had recovered to 59. The index of physical 
volume, given in the second column, reached a low point 
of 73 in 1952 and in 1956 it was only 68. In other words, 
the exports of agricultural products fell to 68 por cent 
in quantity and to 59 ee comteian price. . The figures in 
the third and fourth column give similar data for animl 
products, and the results are not materially different. 

Turn to page 14, Table 7, we have indexcs of average 
price for non-ferrous metals and their products, and 
wood and paper products ~ newsprint and woodpul® primarily. 
The indexes there reveal that for non-ferrous metals 
the low point wes reached in 1935, the price figure bcing 
96-per cent, while the index figure with respect to 
volume, on the basis of 1926, is 170. That is to say, 
the tonnagc of mctals exported in 1933 was two thirds 
greater than the volume of 1926, In the case of wood and 
paper products, the 1933 price is 65 per cent of the 1926 
index, whereas in 193¢ it was 57; and the volume in 1936 
was 114, or above the 1926 level, In other words, these 
two important industries scored gains in volume although 
there were losses in price. 

COMMISSIONER ANGUS: What do you include in wood 
and paper products? 

PROFESSOR UPGREN: That includes the entire 
classifigaticon of products, newsprint and woodpulp 
constituting the most important of them. 

COMMISSIONER ANGUS: It includes lumber es well? 

PROFESSOR UPGREN: Yes, I heve figures to show their 
relative importance. Perhaps I might read a part of the 
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text given in connection with Table 7, starting at the 
bottom of page 14: 
"The position of the mining industry of 

Canada in recent years is striking. Although the 
unit pricG of exports of non-rerrous metals declined 
BO 8 JeCVel Of 96 in, 2250 a8 compared to 1926, this 
unit price had recovered to about 90 by 1936. But 
in the samc period the volume of exports of non- 
fcorrous mctals increased to more than double the 
volume of 1926. The sharp recovery in volume 
wes at first lergely duc to general world recovery 
ana to the increase in the. price of gold, But the 
continued improvcmcnt in both price and volume is 
perhaps more to be associated with present rearmam- 
ent in Europe. In this connection it may not be amiss 
to point out that. the present plight of agriculture 
may later apply to the position of important branehes 
of thc mining industry, sincc they have developed to so 
grcoat an cxtcnt upon what may prove to be not a 
permanent basis - that is, rearmament and 4 
recovery in the production of durable goods that 
cannot be sustained when post-depression replacements 


are substantially completed." 


Turning now to table 8 on page 15, we have some other 
indexes for twodasscs of imports. They are given partly 
to fill out thc picture and thcy show that the price 
held up substantially in the 80's and 90's. The volume 
tumbled badly in 1933 but had recovercd appreciably by 
1936. For non-metallic mincrals, in the third and fourth 
columns, wc obscrve that the price dcelined in 1936 to 
65, the low point being 58 in 1934, The volume, except 
in onc year, 1933, wes maintained at a levcl equal to the 


1926 levcol or above it. I should like now to turn to vage 
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16, at the top of the page, particularly to discuss- two. 
sentonccs. 
THE CHAIRMAN: Do you recall what particuler mincrals 
arc classificd as non-mctallic? 
PROFESSOR UPGREN: The non-mctallics are chicfly 
Coe. end ofl, “These rare” imports., Turning now. to the top 
of page 16, the sentence beginning with: the words, "The 
quantum", in the fourth Piney I would quote the following: 
"The quantum of cosl and oil imports has bcen 
above the volume of the basc ycar in cvery year 
except 1933, when there was a decline of only 4 
per cont. In the period since 1950 imports of 
erudce petroleum have inereesed approxim.tcly 
10 per cent in volume over imports for 1950, This 
is fairly consistent with the totel sales of 
gasoline in Canada, But it should be pointed out 
that although totel sales of gasolinc wore fairly 
well meintained in the Dominion as a wholc, salcs 
in Manitoba declincd by as much as 25 per cent 
from 1930 to 1934. In Saskatchewan the decline 
was more than 50 per cent." 
Turning now to Table 9, in the middle of page 16, 
we find that figures are given showing the production of 
whcat in two ycars of Canada, Australia, Argentine and 
the Unitcd Statcs. These figures show ~ and this is all 
they are intended to show ~ that the first three countries 
exported roughly somcwhet more than fitty per centpefrall 
wheat produccd, The United Statcs, in the two years 
indicated, and cspccially in the second, had about 
entircly withdrewn from the export market owing to the 
drought. 
I turn now to Table 10 on page 47, which will assist 


us in answering qucstions with respect to the exports 
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of Caneda., We have given in brief form 11 lending 
exports. First of all, there is wheat, the amount 
cxperted being, in millions of dellers, 149, morc than 
fifty per cent grcater than any other single elass 

of export listed. Morcover, that does not include the 
Gleventh on the list, wheat flour, which is 19. 

Combining the two, we have about 160 Bor wheat, including 
wheat exported in the form of flour, and the second item, 
newsprint, 913; and adding woodpulp, thcesc two items, 

91 and 20, give a total of 119 compared with 168 in the 
case of wheat, ~The third’ Ttem ts’ gold, then’nickel; 

then woodpulp, then planks and boards, a fairly important 
itcm though not large comparcd to wheat; then fish, which 
amounts to 24; then mcats, 24, automobiles 24 and copper 
24, | 

This gives a rough idea of some of the exports to 
which I have referred. 

I turn now to Table 11 at the bottom of pegc 17. 
There wo find indexes of export prices of wheat for 
Australia and the Argentine in comparison with Canada, 
and the indcx of import price for the United Kingdom is 
also given. Taking 1926 as 100, we observe iy one Very 
first column that the export price of wheat in Canada 
declincd st adily, reaching a low point im“ 19S2"or 3S. 
Turning to the column for Austrailia, we find that the 
low point was reached in 193@, the figure being 44, 

COMMISSIONER ANGUS: Is the priec in the currency 
of the country in cach casc? 

PROFESSOR UPGREN: Yes, it was; tut the chenge in 
the currency policy of Australia assisted in Phetce vitor 
recovery in the price in contrast to the dceline that 
continued for two morc yoers in Canada. 


I eome now to the final column. I do not refer to 
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the Argentine figure bccause I do not place very much 
Pelgencs On it... If welturn. to the import prices for the 
United Kingdom, wc find that the low point was reached 
in 1931, when the figure was 30, but in 1932 it hed 
recovered to 47, Then it declined to 42, 41 and 46, 

In other words, there was no appreciable advance in a 
perio@ during which the price in Australia recovered 
rather sharply. The currency policy permitted that 
improvement. 

I should like now to turn to one sentence at the 
bottom of page 18 in the last paragraph but one. I quote: 

"It will be observed that the inercase in 
value is calculated only on the quantity exported. 
This increase in price would, of course, favourably 
eitce. the domestic price,” 

The point I am making is that when a currency 
policy docs improve a price, that price applics to the 
total production of goods if the price is set in the 
world market. In calculating the benefit to Manitoba, 

I have of course disrcgarded the improvement which would 
have accrued to the prairie province producers in 
respect of wheat sold within Canada. The purpose is 
chiefly that of simplicity; certain offscts should be 
ereditcd also. A comparison which would include all 
that would, however, be difficult. 

THE CHAIRMAN: Would not one expcet that one of the 
results of 2 depreciation of currency, so far as the 
price level is concerned, would be that the orice level 
of all domestic produce would rise. 

PROFESSOR UPGREN: Presumably it would not rise in 
respect of commodities if the prices were set wholly in 


Caneda. Take house rent for example. 
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THE CHAIRMAN: Is not that supposed to be one of the 
objects of inflation ~ to inducc a gecneral rise in the 
price level? 

PROFESSOR UPGREN: You inercase first of all the 
incomes of thosc who arc benefited and you inercase prices 
of goods sold abroad where the rate of exchange applies. 
Certain groups that scll abroad reecive inereascad incomes 
and that tcnds to inercasc prices. Thet would be the 
reason for a general rise in prices. 

THE CHAIRMAN: If one had to pay inercascd prices 
for what one bought, that would offset the inercase in 
returns from sales abroad, and a balance would be struck 

PROFESSOR UPGREN: I should make onc correction 
there, and that,is that the cxport | price would be affected 
quickly by the rate of exchange. Internal prices would 
be affected gradually as increased incomes ceme into 
Diny.e Bub there: is) al pronounced lag in internal prices. 
The export priecc responds quickly, but the internal price 
is slower. 

I turn now to table 12 at the top of page 19. Here 
we attcmpt to mcesurc wheat production. We give the 
wheat production of Australia, including flour, and we 
eelculate thc cxecss valuc due to the exchange rate. Lt 
will be observed thet the annual average, °Ss set out in 
Wiel iast colum) is'3.6, which is in pouris. The calcul- 
ated oxcess valuc duc to the exchange premium of 20 
per cent shows an annual averege of B265. taking* five 
The total for the five years 


dollers to the pound. 


indicetcd in this table ig 18 million dollers. Theat is 
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the avoregce increase in reecipts which the Australi 
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THE CHAIRMAN: Why do you usc five dollers to the 
pound. 

PROFESSOR UPGREN: Mcrely -s a mtter of convenienec, 

THE CHAIRMAN: JI wondered whether there was any 
special reason for it. 

PROFESSOR UPGREN: No; we use that figure anly for 
the sake of conveniences, Now I wish to turn to a short 
prssage rt the bottom of page 19: 

"Table 135 summarizes the share of Manitoba 
in the total Cenadian exports of four grains, 
and cstimetes the incresse in value thet would 
heve been obtained for these exports if the 
Cenadian dollar had been held ct a discount of 
20 per cent from the pound sterling and if the 
sterling pricc of wheat hed remeined unaffected 
by Canadien depreciation." 

tT reed that statcmont to show thnt the teble on page 
20 is an attcmpt to indicate whet might have been 
increescd returns to Manitobats grain producers on their 
exports if the currency rate in Canada had been in Line 
with that of Australia, 

THE CHAIRMAN: If the Sterling price of wheat had 
remained unaffected by Cenedian depreciation the situation 
woul@ have induced a much larger export of whert than 
was actually made. What affect would that have had on 
the British market? 

PROFESSOR UPGREN: Ws have given figures to show that 
as Austrelia exported more she piled up in London foreign 
funds thet were not necded; at any rate we Wish to contrast 
thet with the fact that Canada lost large amounts of 
foreign assets. Thc point 1 wish to mkc however is tht, 
head Canrde pursucd a policy of depreciation, she would 
probably not have lost these foreign assets. As a result 


of that policy she would probably have competed more 
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vigonwusly with Australia, t-king - share of the benefit 
shat accrued, to, that, country... . Later, I, will, give the 
figures, but here I may point out thet New Zeeland followca 
the same policy. She had also piled up funds in London. 

In fact, when New Zcaldnd started the Central Bank it was 
said thet her greatest problem was the disposttion of 


the funds accumulated in London. 


(Page 161 follows) 
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If that were so it would tend to follow that the loss 
of funds on the part of Canada meant the currency was kept 
too high; because that would be one test, at lesst, for dqis- 
equilibrium, 

COMMISSIONER ANGUS: I think perhaps you are right. 
If Canada had traded vigorously.with-Australia vould thet 
not have lowered the sterling prices of wheat in Liverpool? 
PROFESSOR UPGREN: I would be inclined to think the 
competition in part would have come into parity with the 
other large exports. The United States, as I have tried 
to indicate was practically out of the market, In 1930 
the United States exported only nine per cent of its wheat; 
whereas formerly it exported at least fifteen per cent, 
and very frequently clos: to twenty. pcr cent. The situation 
Was such that that could have taken place because the other 
four large exporters were out of the market. Australia, 
I would be inclined to think, and as I will try to show later 
on could not have been at a greater advantage, 

THE CHAIRMAN: The policy in Canada has been to hold 
large stocks of wheat in reserve, 

PROFESSOR UPGREN: I would answer that by suggesting 
the large stocks held back maynatitself be reflected in 
the picture. I now refer to table 13 in the middle of page 
20. The figures indicate the policy I mentioned a moment 
ago. This table shows that the average for the six year 
pericd was approximately $6,000,000. We shall now turn 
to table 14 on page 21. Another illustration is given 
here merely. for illustrative purposss to show the effect 
on the price of buttcr in New Zealand by currency policy. 
Down to 1932 the price of butter in Nev Zealand fell to 
62, expressed in terms of index. The price fell to 55 
in 1933; while the price in Great Britain fell to 40. 


Currency policy succeeded there, at least, in getting for 
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the export«r of butter in New Zealand a greater return in 
relation to the price in Great Britain. If we turn to 
page 22, table 15, we find the actual rate of cxchange for 
ths pound. The first figure gives the actual price; the 
sccond sct of figures gives the index, The index was 
based on 100 in 1930. The indcx with the valucs of the 
Pound=stcrling fell to 81,71 per ccnt. In a later sub- 
mission the actual figures ars given. We have referred to 
that later, But, the American dollar rose, of course, 
to an index above 100. The nature of the trade and produ- 
ction of Canada is such that the policy followed was one 
that in itsclf vcry seriously affcetcd the west, and un- 
avoidably. 
| Wc may turn to page 23, table 16, which gives an indcx 
of the ratc of exchange to which wo have referred ona 
previous page. This table gives the percentage increase 
in export reccipts at 100 to 125, which is the rate we have 
indicated per bale for Australia, and which we used in the 
calculation I have givcn in the case of Canada. That 
reveals the export returns would have b-en increased by 
29 per oent in 1931 -- a very high figure -- to 652 per cent 
in 1932, and the figurcs arc given in the rcmaining order. 
THE CHAIRMAN: To what table are you referring? 
PROFESSOR UPGREN: Table 16 at the top of page 23. 
Now, let us turn to table 17 on ths same page. In the first 
column we have the percentage appreciation of the Canadian 
dollar, 3,49, 22,38, 6.62, and starting in 1934 a slight 
depreciation, as contrasted with the slight depreciation 
of the Australian pound. 
THE CHAIRMAN: That is the depreciation of the Canadian 
dollar in refcrence to the pound? 


PROFESSOR UPGREN: That is correct. 
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THE CHAIRMAN: But in 1933 and 1934 the pound had 
gone up a little. 

PROFESSOR UPGREN: The figures for the last three 
years -- if you wre referring to these, are the same as 
saying the pound was a little above normal, $4.86 to 
$4.95. 

TH: CHAIRMAN: What was the psund worth in 1934? 

PROFESSOR UPGHEN: Minus 2.37. Depreciation would 
mean. that the pound would be worth roughly 4.96 instead 
of 4.86. 

THE CHAIRMAN: Not in gold. 

PROFESSOR UPGREN: In relation to the Canadian 
dollar. 

THE CHAIRMAN: No; © mean in gold. 

PROFESSOR UPGREN: In gold. Since the sritish 
pound is not based on gold now and the United States 
dollar has depreciated by 41 per cent, and since the 

pound is roughly in line with the old parity -- it is 
not quite -- we might say, if we want to express it that 
way, that the british pound is depreciated in gold about 
40 per cent. Is that the figure you wish? 

THE CHAIRMAN: The actual depreciation of our dollar 
in 193% in relation to gold must have been -- 

PROFESSOR UPGREN: Forty per cent. 

THE CHAIRMAN: At least forty per cent. 

PROFESSOR UPGREN: That is so. 

THE CHAIRMAN: You cannot give the value in gold 

because that has been departed from. 

PROFESSOR UPGREN: The Canadian dollar? 

THE CHATRMAN: YEso 

PROFESSOR UPGREN: Wwe give it a value of 85 cents in 
1932. In round figures that would be about fifteen cents. 


Now, let us turn to table 17 at the bottom of page 24. 
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This table merely measures the wheat production in Canada 
in the prairie provinces. It gives the number of bushels 
of wheat and the production in the various provinces by 
percentages. At the very bottom is given the value of the 
wheat exports, including flour. On page 25 we give the 
value of the wheat exports of the three prairic provinces 
in table 19; the estimated increase in value of wheat 
exports that would have resulted if the Canadian dollar 
had been kept in line with the Australian pound, In the 
final set of figures we give a calculation of the benefit 
to the prairic provinces had the Canadian dollar been 
kept in line with the currency of its chicf competitor. 
We give a figure of 46.8 which has been refcrred to as 
47,000,000. i should like to read the material at the 
bottom of page 25: we may now point out that had Canada 
kept the value of her currency in relation to the British 
pound at the same level that obtained in Australia, wheat 
producers in the prairie provinces, for the six-year 
period ending with 1936, would have reccivdd an average 
annual increase of 47 million dollars for that part of 
their wheat that was exported. This assumed avcrage 
annual excess of 47 million dollars is almost three times 
the total taxes of 16 million dollars collected by the 
three prairic provinces in 1934, and exceeds the 45 million 
dollars collected in taXes by all of the municipalities 
in Manitoba, Saskatchewan, and Alberta in 1935. The 
importance of this potential sourcc of increased income 
to prairie province producers of wheat may be emphasized 
by pointing out that a high proportion of their income is 
derived from the sale of their products to the United 
Kingdom. Eastern Canada, cn the other hand, sells much 
more largely to the United Statcs, though the total volume 


of its export salcs represents a much smaller share of its 
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total income. Out of these figures I would suggest that 
the interest of the prairic provinces would havo to be kept, 
as wc have used the expression, in line or alligned with 
their principal competitors, whether that intcrest was 
desirable for the rest of Canada or not. But Since 4 
common money cannot be adjusted to suit the interests of 
various parts of the country, it is bound to impinge much 
more heavily upon western Canada than castern Canada. 
I have two more tablcs to which I should like to refer. 
i should like to point out that if there are questions 
shai bestry) tojtake care of them. 
I should now like to refer to the material found 
in the middle of page 26. This material, may I say, is 
of a negative character. it is an exploration of Canada's 
balances of payments. some of tho items enter into it 
in comparison with Australia and New Zealand. We try to 
show if there is anything very greatly diffcrent about 
Canada's balance of payments that may be affected by 
different currency policies than obtains for the other two 
countries. There are only two tables to which I should 
Like. to meter if I may. We shall now turn to page él, 
"Notc to tables G. H and I! I have referred to the cross 
channels af trade and I should like to refer to the figures 
here to illustrate the point, in the period 1930 to 19356. 
thes table. in the middle of the page gives the total and 
avorage exports of wheat and wheat flour, barley, ryc, 
and oats for the prairie provinces, 1950 to 19356. For 
the period the total exports were 1304.3 or #1, 3540,009,000. 
The annual average is »186,000,000,000. The exports of 
the prairie provinces arc 172,000,000, a little better than 
90 per cent of the exports of grain. The exports to the 
United Kingdom amounted to 103; to the Unitcd States ae 


to other countries, chiefly Continental Europe, 56.7. 
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These are millions of dollars. 

Then in the second part of the table "Total ana 
average exports of nickel, zinc, lead, copper, wood pulp 
and newsprint paper for the non-prairic provinces, 1930 to 
1936,"and we observe in terms of the annual average 
pl80,000,000 worth of exports by Canada, out of which 
non-prairie provinces exported, »177,000,000. Out of this 
amount 51,000,000 went to the United Kingdon, pll16,000,000 
to the United Statcs and the romainder to all other 
countries. ifvivhave referred to the cross channels of 
trade it was to these figures I intended to make reference 

to illustrate how the west sells to western Europe and 
to the United States. 

[ should like to turn back to page 26 to indicate 
the nature of some of the tables. Table 26 gives 
data covering population of countries; capital invested by 

forcigners; capital invested abroad; nest indebtedness 
of vanada, : Australia and New Zealand. We then give the 
net intcrest and dividends paid, to indicate the amount 
of money paid abroad on indebtedness that canada must 
raise which, of course, is affected by currency policy. 
We then “@ive the average rate paid. There is a suggestion 
here, although not too much rsliance should be placed upon 
balance of payment figures. In 1928 “the rate paid “by 
Canada was 4.5 per cent; in 1932 4.5 per cent. By 
1932 Australia's rate declined and New Zealand's declined 
as well. We next give the national income, and the net 
interest and dividends paid (1) as percentage of national in- 
oe astins (3) as a percentage of balance of payments 
receipts. The table indicates that a per capita rate 
for Uanada increased from yl8.12 in 1928 to y20.75 in 
L932: In Australia the figures are 426.76 in 1928 and 


29.78 in 1933. In New Zealand the figures are 28.76 
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in 1929 and $27.62 in 19%. So that if currency policy 
cf depreciation does cost mre to service debt paid across 
the line, presumably that policy is as difficult with 
Australia as New Zealand, who met the preoblen as it might 
have teen met if Canada had faced it. 

I shall now turn to table 235 which is found on page 
30. It is sometimes said that Canada's peculiar trade 
position with the United States is the reason for following 
ea currency policy im line with theirs. “The position is that 
Canada may have large balances to pay in the United States. 
The figures given on this page indicate receipts that 
Canada received from United States tourists as well as 
Trem all tourists. This table is given to indicate that 
the receipts from tourists are comparable as purchases 
with these receipts that come nc goods shipped in Treieht 
ears . The table on page 31 is the one to which I referred 
a moment ago, but I should like to refer to it again. 
Perhanos it would be well if I read the two paragraphs which 
precede the table: 

When acountry decides upon a depreciation of its 
currency, the implementation of that policy may require 
the purchase of foreign currencies, offset by the sale of its 
own Gomcstic currency. An outstanding example is that of 
New Zealand, which by 19% acquired, in addition to earlier 
holdings, no less than 44 million pounds in sterling assets 
and sterling bank deposits from its sales of New Zealand 
pounds at the depreciated rate decided upon. 

Table 24 gives in brief form the total gold reserves 
and forzign assets of tanks in Canada, New zealand, and 
Australia. AS amatter of secomary interest, indexes 
of the wholesale price levels in these three countries 
are also given. The cata are ror seco, $900 and 1933 or 
1934, It will be seen that fran 1928 to 1933 total gold 


and forcign banking reserves of Canada were reduced by 
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more than me-half. An analyses of the threc countrics 
is also given. The data are for 1928, 1930, 1933 and 
1934. BG Witte se seo net From 1928 to 1935 the total 
gold and forcign banking reserves of Canada wore reduced 
by more than om-half. Now, may I turn to the figures? 
In 1928 the total reserves in gold and forcien assets 
amounted to $309,000,000. By 1933 that amount wes 
reduced to %139 ,000,000. We observe that no figure are 
available in respect of New Zealand for the ycoars 1936 and 
1933. In198 a figure of $100,000,000 was given as tho 
highest estimate, and the inercase to $221,000,000. With 
regard to Australia w Know that the figurco dropped from 
$194 ,000,000 to $171,000,000, but we notice in 1930 
the figure was $93,000,000. So that if gold was shipped 
out or if they used up their foreign assets quickly, we 
May Say with considcrablce certainty that horc was a dis- 
equilibrium position in the Canadian rate represented by 
the loss of foreign asscts in gold. In the case of New 
Zealand and Australia we find an accumulation of balances 
in London, let us say, which accumulation was being paid 
to offset the transaction of selling the New Zealand pound 
too low; and it was on this basis, in part, that I 
woudd say tho danger, if we mght we that term, arose, of 
a competition in the price of wheat in London. As I have 
indicated when the Central Bank of New Zealand was set up 
khe “proplem of t aking ovér these talences was considered, 
and it was found to be a difficult problam. 

COMMISSIONER ANGUS: The figures you are rcferring to 
show that the rates of exchange on Canadian funds wero 
hot mere accidents. 

PROFESSOR UPGREN: No; 1 do not believer so, 

COMMISSIONER ANGUS: It was a mattcr of policy to main- 
tain the exchange, I think, you say. 


PROFESSOR UPGREN: The willingness to. I thought you 
meant ths plan -- tho willingness to. 
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COMMISSIONER ANGUS: Dig it necessarily prove designed? 
Could it not result from just letting things take 
their course? 

PROFESSOR UPGREN: It seens tome a policy of letting 
things take their course. phe policy in economics, 
for instence of leisscz faire is a policy, because it is 
adooted in facé of selecting another alternative. When 
you do one thing you will not do samething else. 

COMMISSIONER ANGUS: is it fair tadescribe the policy 
of letting things teke their course as a policy 3f main- 
taining it? 

PROFESS.OR UPGREN: It seems =, for when the Minister 
of Finance said he proposed to hold the Can- dian millar 
exchenge the wey ae they would not te too great a cost, 
the very declaration of th t influenced the rates. 

COMMISSIO.j3R ANGUS: There might be thatmotive. Can 
you say there was that motive? 

PROFESSOR UPGREN: I wuld not say. I can say that I 
think to date the only illustration would bring out the 
point that the holding of the rates wuld tk an infl uence 
in that direction. I refer to the willingness to lose 
a large volume of gold. That would indicate a dis- 
equilibrium position in that the dollar was being main- 
teined at too high a value, and in the case of Austral ia 
and New Zealend at toolow. Therefore the point I wish 
to bring out is that the further sales by Canad- as the 
result of depreciatinn would have impigned more on Aus- 
tralia end New Zealand rather then in terms of effecting 
the pice in the British merket. 


That concludes the material Il wish to presmt. I 


have gone over it, as I have jadicated, rather rapidly. 


The tables I have given are somewhat of a negative 
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character. 

THE CHAIRMAN: Professor Upgren, this is a very 
difficult question, and one on which there may be a number 
of opinions. If anyone has any questions they would like 
to ask they may ask them now. 

COMMISSIONER ANGUS: Professor Upgren, I think your 
argument is comerned with two things. Gne is to sha the 
policy of the Canadian government, generally speaking is 
a policy of currency depreciation. You contend that they 
might have taken a course which would have benefited the 
country generally. The second point is you wish to show 
whether it wo. ld have tenefited Canada or not it would 
have benefited Manitoba and the other prairie provinces 
relatively to the rest of Canada. These are the two things 
you had in mind? 

PROFESSOR UPGREN: I take it we might tara the second 
point around and say thet as matters had proceeded they 
affected much more seriously western Canada. 

COMMISSIONER ANGUS: Yes. What I am concerned with 
is mainly the second paragravh on page om.I have spoken 
fot at already. 2 refer to the relative facts with regard 
to Manitoba and the non-prairie provinces. You give 
figures of 22 per cent and 10 per cent -- on the average 
10 per cent. 

PROFESSOR UPGREN: Yes. 

COMMISSIONER ANGUS: What I want to do now is sug est 
there are perhaps two other things to be taken into account 
and one arises from your figures. I assume the exchange 
depreciation, if it had occurred, would have benefited the 
tourist traffic very considerably. 

PROFESSOR UPGREN: Favourable for Canada. 


COMMISSIONER ANGUS: In what way? 
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PROFESSOR UPGREN: The Canadian dollar would have been 
somewhat cheaper and presumably would stimulate the tourist 
trade, would it not? | 

COMMISSIONER ANGUS: More Americans would come here? 

PROFESSOR UPGREN: Yes. 

COMMISSIONER ANGUS: And fewer Cane dians would go to 
the United States. 

PROFESSOR UPGREN: The tourist trade is a case where 
we are not certain of the reaction; but presumably there 
would be a stimulation. 

COMMISSIONER ANGUS: Assuming the Canadian dollar was 
worth fifty cents of the Americm dollar because of the de- 
preciation. 

PROFESSOR UPGRSAN: I would suggest that to be rather 
extreme. 

COiT-ISSIONER ANGUS: Would it not be fair to take into 
account many of the benefits that the other provinces 
might have received and Manitoba, of course, to some 
extent? I refer mw to the increased receipts from 
towists. 

PROFESSOR UPGREN: I agree; as you will realize, it 
would be splendid if we could have the balenced position so 
we would know how much each tourist spent in each province. 
You are quite correct in that regard. 

GOMMISSIONER ANGUS: I agree it is vague. It would not 
be something that would go to offset, shall we say, the 
zains that Manitoba would make from depreciation, or the 
losses Manitoba would suffer. The other provinces would 
have more interest in the tourist trade perhaps. They 
would have more to gain than the west. The other point is 
a little similar, and that concerns gold production. Gold 


I supovose is the extreme example of something that has a 
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world price. Therefore, would you not have to count 

the additional income in Canadian dollars resulting from 
depreciation applied? Would you not have to apply it to 
the whole wiume of mld production, and not only to gold 
exported? 

PROFESSOR UPGREIN: Yes. 

COMMISSION=R 1NGUS: That again would help the gold 
producing provinces. 

PROFES” OR UPGREN: Yes. 

MR. PITBLADO: Before Mr. St.Laurent asks a question 
I should like to clear up one point in regard to a question 
asked by the Chairman. The Chairman asked a questionif 
durings the hoiding policy of our grain in Canada more had 
been put in the markct,the price of wheat might not have 
gone down. I should like to ask you if your figures were 
not based on what was sold, not what might have been sold? 
You are using only what actually was exported, ae 
price that was received far whatwas exwrted during that 
CerIod .. «Te us not right in tha t? 

PROFESSOR UPGREN: Yes, the export price. 

MR. PITBLADO: On what was sold. 

TH: CHAIRMAN: We are seeking to establish the cause of 
the loss to the province of Manitoba by reason ofthe pur- 
suit of a particular monctary policy. 

MR. PITBLADO: Yes. 

THE CHAIRMAN: There are so many assumptions, and 
necessarily so. No one can speak of facts thatdo not 
exist. You must assume, but there is difficulty to arrive 
at any basis. This is wheat occurred tome: Assume the 
dollar hed been devreciated so that the farmers’ return 
would have apparently bec larger, would there not have 


been a larger volume of Canadian wheat sold? 
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MR. PITBLADO: Yes; that might be true. 

THS CHAIRMAN: Would it not btavo gone into -the merket? 

MR. PITBLADO: The point I was trying to make is this; 
Professor Uperen was not speaking of possible salcs, 
He took only what was actually sold to gct these figures. 
The sale was made at Limerpool prices. tT thought perhaps 
I might say that in answer to: what you, Mr. Chairman, sid 
that when Cane da was scl ling at the Liverpool price they 
werc holding for higher than the Liverpool Peat. 2G 
would be pretty hard to tell whether any morc would have 
been sold if we had depreciated our dollar, because Canada 
had adopted a holding policy and was holding large 
surpluses. off -the market, The point I wish to make 
is the question you asked was quitc fOr ci en Go UnGir brier. 
They were dealing only with what was actually sold. 
Professor Upgren dealv only with what actually had bog 
sold and cxparted at a price when Canada was prepared to 
accept sterling money. If that hal been receiv ed by the 
farmer in depreciated Canadian currency, the people who 
Sold would have reccived, as Professcr Upgren states, 
about twenty per cont more, if the Australian plan had been 
followed. iowish -tomecleaxr uw that point. 1 do: not think 
Professor Upgren was considering or discussing the point 
that was in your mind, Mr. Chairman, because it was a 
little foreign to the point he wes particularly making. 
There*might be something in it. The holding policy that 
Canada hed adopted might perhaps te ciscussed later but 
Ido not think it was the present intention to discuss it 
at all. Professor Upgrenwas considering what was actually 
Sold or offered for sale on the world markets, 


PROFESSOR UPGREN: I take it the price in Liverpool 
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would not make any difference; but the policy in Canada 
did. Wheat was being held in Canada, and as a result the 
price in Canada went dow that year. 

MR. PITBLADO: There would te no difficulty in se lling 
wheat because you did not have a deprediiated currency. 

PROFESSOR UPGREN: No. 

MR. PITBLADO:. It was not the affect on the British 
market, it was the effect in Canade, perhaps as much a 
psychological condition as anything else. 

PROFESSOR UPGREN: Yes; but you did not try to increase 
the farmers' return by the currency policy referred to. 
You might refer to same other alternatives, and these other 
alternatives are what I refer to as damming up the surplus. 

May PITBUSDOs Darsting Up here. 

PROFESSOR UPGREN: Yes, that is right. 

Leter Submissions will show that you have 
Sometimes a choice whether you wish to use currency 
volicy or other methods, Later submissions will show 
how littlco was done in terms of the other alternatives. 

THE CHAIRMAN: Mr. St. Laurent have you anything to 
ask? 

By Mr. St.Laurent: 
Q. Dr. Upgren, I must mologize to you, because I am not 
an ecmiomist. If I have understood anything from this 
presentation it is what might have happened to benefit 
the grain farmer in Manitoba had the Canadian currency 
durine the period under discussion be@ on a level with 
Australian currency? A. Phat is correct; andl might 
point out thet sometimes other areas will ask certain aids 
that would put it on an effective competitive basis. 
ay- Now, if I understand your tables on pages 2e and 23, 


they show that instead of there being an active policy there 
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appears to have been a policy of laissez faire? 

A. May I takeone exception to the laissez faire? Such 
statements as the Minis ter of Finance may have made at any 
time as to what they desired to do I would take to be a 
rart of policy. 

Q. There would be tw things: The statement of theMinister 
of Finance that he considered it desirable that the 
Ganadian dollar did not get too far away from the American 
dollar because of debt services, and then what resulted 
from the actual purchasing and sales internationally that 
were made? hee Yess 

Q. Because these tables show that the relation between 
the Canadian dollar and sterling waried, fluctuated, as, 

I suppose, the natural consequence of the wlume of trade. 
Aig OSs. 

Q. Well then, when you refer to the monetary policy 

and to maintaining the dollar and the various expressions 
that are used on several pages of the brief in that con- 
nection, what you had in mind was the declaration of the 
Minister of Finance as to what he considered desirable and 
then the effect of there hbeing no active steps taken to 
do anything to let the dollar find its own level? A. Sub~ 
ject to the exceptions I have referred to. 

Q@. And that is the statement of the Minister of Finance 
ss to what he considered desirable? A. Both ways -- 

the statements that may have been made and not mde. 

Q. I amnot referring to one only; but whatever my ha ve 
been stated as dosirable, and the fact that nobody did 
anything to bring around some other result. (That isvibe 
hee rnat is corre ct. 

Q. Wowd not the policy of doing something to depreciate 


the Canadian dollar in its relation to the English pound or 
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in relation to the American dollar be a daring thing 

to venture upon? Ae, “1CO NoOttnin kiss, [I refer to the 
fact that the foreign exchange funds of Canada declined. 

I would think the decline of these funds might be the 
source of same danger. I would guess thet someone 

would normally hold a certain volume of funds -- 
$300,000,000 would te @ propriate. Normally they would 
hold that, and not let them fall to a very low figure. 
Someone was Widline to Let them fall. 

Q. Who are these “they” to whom you are referring? 

We did not have any Central Bank at that time, a,It is 
just theory; and to establish the equilibrium rates they 
would not le se any of these funds. That wottld be the 
normel rate of balence, you might say, where there was 
nothing attending to offset them. 

oO. Let us talk about facts once in a while and contrast 
them with theories. As amatter of fact the Bank of 
Canada did not commence to operate until the mmth of March, 
1935 A. Unfortunately Idid not read the section of 
vic Drict. I rofcr to tho fact that ticy were not 
functioning at that time. 

Q.- There was no Central Bank in Canada et that time. 
There was no Central Bank before theronth of March, 

2959, 0S not tha ts 07? pie whe Sa 

Q@. I take it from the brief that you state the manner in 
which the Australian currency was assisted to get to 

this low level in reletion to the English pound was by 
having someone willing to sell Australian pounds as freely 
as they might be demanded at the price fixed? A. That is 
SO « 

Q. So that here in Canada saneone would have had to have 


undertaken to sell dollars at such a price in sterling 
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as would have meant $6.50? A. Yes. 

Gene TO the pound? A. May I point out the question of 
the salcs to meintain currency at ae low value may not be 
necded because of psychological effect evm where there is 
no transaction. 

Q- Fran your ticf I understand that in Australia the 
benks do this on request and they reccive full indomnity 
from the government. Was this full indemnity obtaincd from 
the govcernme nt? A. Presumably it would mean as it did 
in the throce cases in Groet Britain prior to the world war 
when thc gold standard was suspended, or rathor a suspon- 
Sion of the issuence of currency, and that the government 
would mke ur any loss that may result. 

Q. From this speculating in forcign cxchangs? Hi Bai es tal LA 
Withdraw tho word “speculating.” Fran the selling of 
forcign cxchange at a low price? be VCSia 

Q. They would t indennified by thc governmont. The 
benks would bo indannified, or whocwr they may be, who 
sold tho Cansdian dollar at the low wices? A. Yes. 

Q. 1 gsithor from reading the btricf that the Australians 
principal customer was the sterling monetary system? 

As. Yos, that is right. 

Q. Whilst Canada had two principal customers? A. Yes. 
two chennels, 

Q. The sterling systcmand the American dollar? A. Yos. 
Q@. These were the two principal customers? A. Yos. 

Q. Now, I see m reforence in the tricf dealing with the 
Australien situation that would indicate to us whcethor 
they wore paying on a thre eae bond. Do you kmw anything 
of tha t? Ah. ft telieve mov. I could refar (rier ty to an 
article in a magazine -- I have forgotten the author -- 
it isin the May 1935 issue of the Canadian cconomic 
journal discussing the qucstionof the peyment of bonds. 


Thet article rofers to the Canadien experience end compares 
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the Australian forciam debts with Canada, pointing out 
that when Australia sclls a bond issue in the New York 
market it tends to stay.in the New York market. It is not 
moved back and forth. When Canada sells in the New 
York market the bonds are moved teck and forth and I 
tetTigre that has been referred to in connection with ‘the 
need for the two or three-way bonds. 

A. AS a metter of fact you will agree with me that there 
wes at that time probably more than there is now -- at 
least, I hope more; I hope they are less now -~ two and 
three way bonds that were being held by Canadian investors? 
Pee thas ss 21s. You are c.eiking questions, 

May I make a canment? Q.I am just stating that as a fact. 
iv is sor, you will agree. “If a Canadian borrower “had 
issued boms for millions of dollars ata rate of 
interest of 55 per cent, with his interest payable 
optionally in Canadian or New York funds, and the policy 
had been adopted to bring the Canadian dollar 25 per cent 
below sterling, it would probably reach something between 
50 or 60 per cent of the American doller at some period 
around 1932? <A. Yes. Bight-five cents, not quite 

that low. 

Q. But the Canadian borrower would tave hed to pay instead 
of 54 per cent something like 7 or 7% percent on his 
indebtedness, if the holders of these bonds choose to 
demand the American funds? Ae “Whet-ts+ricnv. 

Q. His alternative wold have been, instead of paying 
465,000 to pay something between $70,000 and e975 000 

or default? A. Bither pay or default. 

Q; And we do know that there was a large amount of 
Canadian imebtedness that was expressed in obligations 


varying optional payments? A. New Zealand, for instance 
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maintained the same principle witho ut defaulting. 
Q- Now, if it were eccmsidered just for the govermment to 
guarantee the banks who were undertaking dollars ata 
would it 
depreciated price, / have been equally just to under- 
teke to indemnify those who had millions of dollars worth 
of bonds and who had to pay $320,000 or $50,000 more in 
annual interest rates than they otherwise would have paid? 
A. That is an aspect we have considered if I may answer 
it in more extended detail. Canada in her dealings makes 
two or three-way bonds. May I point out the implication 
attached to Canada's making the two or three-way bonds, 
because as you have indicated, that brings up -- 
Q. PROreseor, Will you Let me ask tne question? 
You are going to enlighten us, and I em going to be very 
critical of the enlightenment, but will you first of all 
answer the questions and then give us your explanation of 
the theory? The question is a policy of that kind would 
have transferred fran one Cana dian citizen to another 
Canadian citizen a certain amount of money. A. The 
gues tion cannot be answered in that way. It depends on 
who holds the bonds. 
Q. Yes. Assume the Canadian holder of a bond payable 
in that form demanded payment. That would heve trams- 
ferred a certain amount of wealth from the debtor to the 
creditor. I an csking youis that something which would 


have been appropriate for public aith eity ts provide for 


and to indemnify? A. It seans to me to be a matter 
for the public authorities to decide. They imemnify 
the railroads and banks. I do not kmw. I want to 
suggest -- 


Q. In fairness, it would at first blush look as if they 


should, would it not? A. It would look as if they should 


not have a policy which makes possible a demand of a 
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prcemiun. 

Q. Theorics erc all very nicc. Howcver, we herve to dcel 
with facts as wo find thom. A. May I nov proeccd to 
answer it? 

Q. You egree thet wu would be up agninst tho facts? 

Aen ib iS eae vary, quick recital of feets, yes. 

Q.- These facets crcat dd a situstion whore the government 
through the deprceciction of Canadian currcney would heve 
effectcd the rcle tions between onc Camedinn end another 
Cane dian in a vary substantial way? A, Corte inly: the 
gucstion is sclf cvidcent, 

Q. Ina way rather similar to the thing to which the 
Austrelian government wrovided indemnity to theso banks? 
Hoerihet sis wieht: 

Q. Now, you, I bdlicve, stated m page 7 of the bricr 
thet after 1931 the levol of the Gean-dien doller was 
mainteinced. Theat, I gatherod, wes by this declearetion 
of desirability by public officers end the ebsonco of eny 
active policy to the contrary? A,» Yes, 

Ge Now, I stell be glad if you will just give m a littic 
A. iI should like to meke this cxplanation: Now Zoaland 
when they depreciated thoir cxtarnel debt head the same 
problame of the high rete. This analysis is femiliar, 


I essume, to members of the Commission. They commenccd 


With the policy of exchange depreciatim. There is a further 


Policy that mey grow out of it. It docs not have to. But 
internal credit expansion brings aout lowered intcrcst 
rates, substantially lowcred, Thet perhaps was tr ought 
about in many countries in the world. Pecrheps es 


fer as westorn Canada is concerned to the vory smallcst 


extent. In thc wost thc lowcred intcrcst ratcs did not come 


in as the exchenge premium rose. 
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Vorious mthods cen bc follovcd to reducc dobts and to 
lowor the retcs of intorcst to - very lrerge cxtcont md may 
fully offset the increescd cost of cxchenge. 
Ge hero hes been a lot of interference with currency 
end othcr chenncls of busincss cxchenge in the Unitced 
puatcs In the lest three m four yours? A. Yos, there 
has. 
Q. And thre is some division of opinion es to the 
btenceficiel results eedine from whet ms boon donc? 
AS Division of opinion ¢«s in cverything ¢l so. 
QQ. I understand the gcncral outline of this picture is 
tht hed the government trought ebtut by active mrsurcs, 
including such indannification es might be required to 
depreciate thc Ganedian doller on a parity with the 
Australian pound the grain producers of Manitoba might 
have received somcthing like $6,000,000 a yocr more for 
the quantity of their grain which wes ectually cxported? 
eee tnet 4S Tint « | 
Q. And arc you suggesting thet this $6,000,000 would be 
net increase or the gross increasc? A. It would be the 
increase we have referred to; the frmers gross income 
increases by that amount. 

THE CHAIRMAN: I am efreid wo shall heve to contimne | 
this in the morning. We shell edjourn now and rcsume at 


10.30 in thomorning. 


(The Commission adjourned at 4.50 p.m. 
until 10.30 a.m. Tuesday, Novembcr HW, 
1937.) 
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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


WINNIPEG, MANITOBA, NOVEMBER 30, 1937 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy 
years, met at the Law Courts, Winnipeg, Manitoba, on 
Tuesday, November 30, 1937, at 10.30 a.m. 

PRESENT: 
HON. NEWION W. ROWELL........ CHAIRMAN 
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JOHN W. DAFOE, Esq. ) | 
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Honourable John Bracken, Premier 
Honourable William J, Major, Attorney General 
Honourable Stuart Garson, Provincial Treasurer 
John Allen, K.C., Deputy Attorney 

’ General 
isaac Pitblado, K.C., Counsel 


FOR TH? PROVINCE OF BRITISH COLUMBIA: 
pouavord. W. Farris, K.C.., Counsel 
FOR THs PROVINCE OF ONTARIO; 
Ue Wa Lage, Ke0.', Counsel 
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Law Courts, 
Winnipeg, Manitoba 
November 30, 1937. 
MORNING SESSION 


The Commission met at 10.30 a.m.- 


BY MR. ST.LAURENT: (Of Professor Upgren): 
Q. We were discussing, when the Commission adjourned last 
night, this picture that tended to show that had the Canadian 
dollar been depreciated to 20 per cent below Sterling. Aut 
might have meant on the quantity of grains exported, some- 
thing like $6,000,000 to the Manitoba farmers and producers? 
A. I would like to put it this way, that regardless of 
whether it was a policy or not, the course of events as they 
followed weighed heavily on the west. 
Q. And the result of the calculations made in the brief would 
show that it was to the extent of $6,000,000? A. I woulda 
like to put the answer this way. We have attempted to measure 
the thing in terms of one syllable, or better perhaps, in the 
Short space of twenty-five of these conclusions; and we believe 
that an extended analysis would show that we attempted to take 
in every qualification; and if considered in complete detail, 
it would show that the west bore the brunt of the course that 
did prevail. Contrasted with Australia, they attempted in 
that country to distribute the burden over more sections of 
the community. 
Q.- I did not intend what I was saying as a question. There 
is $6,000,000 mentioned here, is that not? A. Yes. 
Q. That $6,000,000 is mentioned as being the gross number 
of dollars over those that would have been received on the 
exports had the Australian policy been follcwed? A, It is 
not a gross figure. 
Q- Is it a net figure? A. It is a figure only on the ex- 
ports of grain sold abroad. 
Q- But it is a gross figure on those exports of grain? 
BR. Of grain, but it is not a gross figure to the farmer. 


Q. Would there not have to be, or might there not have to 
be deductions from that figure? 


s(nevndU stosestora 30) *TMSHUAT, Te. Fh 3 


teed besrvotbs ncigetmic) edo aetw pettse 
getbansd ef9 bed tees woe of bebnost Sse: 
d2 pobirets woled. gnso soq O& oF besnloneaed — 


senos , bdttogxe aalaty ic yiicosup eds ‘fo ore oy sap 


| *exreoubory: bas stents? sdotins elt o¢ 060 ,000,e¢- 
re 
. - | Yo-eeelbusass deilt oyow efile tt tug of GAEL Blue 


—T 0 aber A ines ee ae amp ft 2 
yous eB etieve To senwoo ant ,tOn TO Youre 


bitow.tetad sof at sbest paoitefveleo ed? 1> Pigeer ane 
bogow ITAA $000,000, 3¢ to tnedxe sf? OF BBW ge y 
yaw eid teweEs eet tee he 


efit mit ,eceiiteq Tessa 10 ,sidsitys eno to entedt of 


a4 
bo) 
Fei 
i 
oe J 
Cs 
< 
@ 
2 
= 
C 
— 
ce 
Me 
= 
€ 


@veliled ow bife ,emoteutoras sesac TS ovit~ptnowt to ane 8 
sunt o¢ fotamotte oy Tafy wore fieow eleyiages bebnotze ne t 
listed eteiqmoo mi boiehienoo Ti bas wofteolti Lavp: (1 V 

P todd Seto eft to dnei eds sas teaw eed Gieely wode Bis 

| ag batomedte yodt ,sileydevs stiw betanttood  . fisvere 

my ehotdooe exrcm evo mehisd od otudietekh od YrRMOO ¢ 
ytiauemoo. 

sted? foltvecip £ eb yniyee saw I tedw Saedtal gor bth T 

2BOY wh Sion stadt ci ,s1ed banosderent 000,000 86°" 
qedourn SECTS end giied ae hbehkoltmem ef 000,000, 09: todd 
- ete no Bevicosx teed eved Oiluow sadd eeodd teve emails 
ei 41..k4 TiewolLot seed yoilod nsifetremA edt bat & : 
; ry 
~emmpit. 
x8 si: no Vino efegt? « ci ¢1..4 Setupdt den s of yi 
: -beords Blog oe 
vo = 
Sater te etrogre- enods on. sist? esory 2 et ot 
1smzei sit oF eaigit seowp 4 tou et FE eye 


ot svat tot exedd digiic to .o¢d o¢ evad gone 
Sertyatt vsdt mor’ 


a 


yr | ae 


124 


A. Thefigure would first have to be increased, and then there. 
would have to be some deductions from that figure. 

Q.- If the cost of producing increases, that woulda be a first 
deduction, would it not? A. You first have to increase it 
to allow what the farmerwould get not only for what he 
exported but for domestically sold grain. 

Q- What proportion of the grain domestically sold do you eee 
timate would have been enhanced? A. The price of the dom- 
estically sold, I take it, would have had to be the same 
price as the world price. 

Q- What proportion would that be? A. The proportion sold 
abroad was about 54 per cent; the remainder was sold at 

home, or the minor part went into supplies and eS ea 

Q- Using these same figures, the first calculation was 
H5,300,000? A. That is wheat only. 

Q» It would go to something around $10,000,000 on the 

100 per cent crop? A. If calculated for the full crop. 

Q@- Yes, and if the cost of things purchased increases, thero 
would be a deduction? A. For example, when he purchases 
thingsthero are approximately half of his costs fixed. On 
the part thatwould increase in price, there would be ded- 
uctions. 

Q- This $10,000,000 that we have now reached would not ve 
provided by anyone outside Canada? A. Part of it, presum- 
ably, the $6,000,000 and the $10,000,000 which we are using 
for illustration here, the remainder Of these $6,000,000 and 
10,000,000 would have been provided in part in Canada. 

Q- But would not the $6,600,000 also have been provided 

in Ganada? The purchaser outside would have supplied only 
the same number of units of his currency. A. We have 
pointed out that as agricultural prices fall, a currency 
pohicy may be resorted to for the purpose of redressing the 


discquilibrium between agriculture and other sections of 
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industry. 

THE CHAIRMAN: Please answer the question as put. I 
am very anxious to get answers to these questions. 

| By Mr. St. Laurent: 

Q.- Did you not point out on page three of your brief that 
this additional number of dollars has to be provided by some 
other part, or would have to be provided by some other part 
of Canada? A. I point out on page thrcc, I believe, that 
the purchasers of ion oe 
Q.- Yes, the purchasers of imports being persons within 
Canada? A. That is right. 
Qo. So this $10,000,000 would have been transferred from 
one group to another group within Canadat A. In that 
sense. 
Q. Yes, and to the extent to which the farmer was a pur- 
chaser of imports or goods the price of which was affected 
by world priccs, his cests would have been increased ? 
A. About fifty percdnt of that, it is generally believed, 
would have been increased. 
Q. Yes. You cooperated,I believe, in the preparation of 
the submission that is to come next jin respect. of the 
haGret wath«s . That is: right. 
Q. And in that, as I understand it, the calculation is made 
on the basis of 55,000, farms for Manitoba? A. Yes, that 
follows in the next prief. 
Q. But the number of farms taken into account for Manitoba 
is 55,000 farms? Ae I believe that is correct. 
Q. And the amount of annual expenditure is something over 
$1,000? A. I do not recall that figure of $1,000. 
Q. Yes. A. ‘We have not had the next brief. 
Q. No., but you had it in preparation. A. Iwas assisting 


in its preparation. 


Q. And the amount of anything affecting that $1,000 is cal- 
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culated on something over $100. A ole te 3100" thay as 
right. 

Q- One hundred and a few odd dollars, but for the purposes of 
calculation the figure of $100 is used. So it is shown all 
through there, that the purchasers of things which are affect- 
ed by the tariff or by world prices are on 55,000 farms, or 
05,000,000. Ay. That ist riene. 

Q.- And if it were $100 per farm, it would be about 

$5,500,000? A. ihec we rien. 

Q. And it is also, I believe, calculated in that brief that 
the rural population purchases - there is one statement there 
that it would be $5,500,000 as far as the rural population is 
concerned and $9,500,000 as far as the urban population is con- 
cerned? he a recall that. 

Q.- So that calculation would lead to the conclusion that there 
was $150,000,000 of Rirenaass affected by the tariff or by 
world prices, and for Manitoba $5,500,000 and $9,500,000. A. Yes. 
Q.- Yes, and if the effect were ten per cent, $100 per thousand, 
that would be $15,000,000? A. Yes. 

Q- Now the price used in the calculations in this brief for 
grains was the Liverpool price? A. It was the export price 
actually received by Canadians. 

Q- The export price actually received by Canadians? A. As 
Canadian exporters. 

Q. And that was the price arrived at by the prices prevailing 
at Liverpool. A. Yes, there are other prices, but it is 
mainly the Liverpool price. 

Q. But to get the grain to Liverpool ocean freights have to 
Porprovided?; A. That is right. 

Q. Those ocean freights are usually, are they not, paid for 
either in sterling or in cents arrived at by calculations from 
sterling? A. Depending on who carried the freight. 


Q. But the major portion of the Canadian grain trade is 
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carried in bottoms with respect to which the freight has 

to be provided in sterling or its equivalent? A. That is 
right. 

Q- There would have been some addition there? A. ‘The 
cost of shipping the erain is but a minor proportion of the 
price of grain. I was Just going to ask, can you tell me 
what the average during those years was ? A. In the 
presence of Canadians, I would be inel?ncd to defer to those 
who follow wheat more closely than I do.But from the price 
in Fort William of o4¢ we take off 15¢ back to the farm 
point. That cost is one of the fixed costs that does not 
rise in propostion to the rise that may take place in the 
price of wheat. 

Q.- Can you tell me approximately, when the Sanadian dollar 
is on a level with the pound what the ocean freight amounts 
to per bushel? A, I recall, although I would not rely on 
thistoo strongly, that it was 9¢. 

Q- Of course charters are not always available at the same 
Price; A. No. 

Q- And I suppose that the price of charters depends to a 
certain extent on the availibility of Cargoes travelling 
both ways ? A. Yes. 

Q- So we have this $10.000,000 against which there would 
be some offsets. You have not calculated just what they 
would be? We can approximate that, because taking the 
general rule that half of farm costs are fixed--some costs 
are almost rigid, they do not fluctuates-and freight rates 
do not fluctuate to the same extent as other prices, and so 
I would say that the increased costs to the farmer would be 
about on half of his purchases. 

Q- The purchases of the farmer affected by world prices 
have been estimated in the other brief at about $55,000,000? 


A. Yes. 
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Q.- And the effect resulting from the tariff and world prices 
has been calculated at about $5, 5004:000? A. Yes. 
Q- If there had been a depreciation of 20 per cent in the 
Canadian dollar, that woulda have meant just about the same 
baeuresit? <A... Yesxy “Yow tard referring to the $6,000,000? 
wey 16S TAY CYes, 
Q. At 20 per cent it would have meant $11,000,000 on 
$55,000,000 or $5,500,000 if it was only $10 per thousand 
dollars of purchases ? A. Yes. 
Q.- And if the effect had been to the extent of 20 per cent 
on a thousand dollars of purchases, it would have meant 
$11,000,000 additional cost? 4A. That is right. 
Q- Will you no-- please turn to page four of the brief to 
the Lir st paragraph, about one-third of the way down, where 
you speak of “export balance." ‘What is meant by export 
balance? Is it the same thing that is meant on page £8, where 
you speak of "merchandise export balance"? A. Whereabouts’ 
on page 28? 
Q- In Table No. ee, the first line, merchandise export 
balance, $93,000,000. A. You are referring to Table 
No, 222 
Q- Table No, 22, page 28. 

THE CHAIRMAN: What is the reference on page 4, 

MR. ST. LAURENT: It is in the seventh line of the 
Tost paragraph, "export balance," 

By Mr. St. Laurent: 
Q. Are those two the same thing ? A. The Table refers 
to the merchandise export balance. 
Q- Merchandise export balance? A. Yes. | 
Q- Then that does not take into account the tourist servic- 
es? A. They are indicated in the next line. 
Q- Yes, but as another item? A. That is right. 


Q- Did these tourist services, as shown in this Table No. 22 
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on page 28 go to provide a large proportion of the foreign 
debt service? A. In some periods. 

Qe ves, in the periods dealt with in this brief ? A. Tn 
varying proportions. 

Q» But still very substantial? <A. Very substantial. 

Q.- And there is a table showing what the proportion is. 

You have a table showing how the balance of the service debt 
was provided for in those years, so much out of merchandise 
exports, so much out of tourist services, so much by capital? 
A. Would it possibly be on page 26, Table 21? 

Q- No, I think it is in the Appendix. But perhaps we do 

not need it now. You probably remember the contents of that 
table. It showed that the balance to be provided was dees 
thing over $200,000,000, of which about $60,000,000 came 

from the export balance of merchandise, and $72,000,000 from 
tourist services? A. In some periods. 

Qe Did you calculate what proportion of the service of the 
debt was provided by Manitoba by means of tourist services? 
A. I know there are some figures and expenditures by prov- 
inces, but in terms of exports by provinces I do not believe 
we have the data and we did not calculate it. 

Q. fou di a. not Calcuiave 12%. 7° "As “NOs 

Q.- I find in the Year Book for 1936, for instance, that the 
tourist expenditures were calculated at $255,000,000, and 
Canadian's expenditures outside their country at $155,000,000 
leaving a net balance of $100,000,000. A. Yes. 

Q. And of the $255,000,000, $159,000,000 was the estimated 
expenditure of those who came in by automobile, and $96,000,000 
the expenditure of those who came in by other means. Then 

I did find the segregation by provinces with respect to those 
who came in by automobile. Of the $159,000,000, the non- 
prairie provinces provide $155,000,000 and the prairic 
provinces $4,000,000. Would that appear to you, from your 


Imowcdgc of the economic situation generally, as being 
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something typical of that perioar Az 168, L think so. 

Q- You think it would be. So the bulk of that debt service 
provided by tourist services would come from the none 
prairic provinces ? A. As your figures indicate. 

Q- Yes. These tourist expenditures have to produce a gimen 
number of American dollars to servica that portion of the 
debt held in the United States? A, If you can say that 
certain funds are used to pay debt. 

Q- The Year Book points out that in those years the mer 
ditures of tourists constituted an invisible export of 


greater value than any Single commodity and that it enabled 


the balance of trade with the United Statea@ to be hameanicdinte 
ed» A. That is right. 

Q- Then with a depreciated dollar it woulda have required 

a much greater volume of tourist services to provide the 
Same number of American Coitars< A. That is right. 

Q- Yesterday Commissioner Angus put the question to you 
whether or not your policy of putting the Canadian dollar 
20 per cent belcw sterling would not have meant a fifty 
cent dollar in New York, and you said that would be extreme, 
but do not the calculations for 1932 show that would have 
been the result ? A. In 1932, an extreme year, but only 
Im Oe « 

Qe Only in 1932, but in that extreme year it would have 
meant a fifty cent dollar as compared with the American 
dollar.» <A. Yes. 

Q@- If there were benefits to be derived from going that 
far, going to a fifty cent dollar, why would there not be 
even greater benefits from doing as France did, and going 
to a ten cent dollar? Where do you stop when you start 

off gettting benefits from currency depreciation? 


A. I think the answer :tc that is reasonably clear in terms 


of banking control and governmental control. Under a policy 
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of depreciation in the United States and in Canada, prices 
h-ave not risen. Four years have passed and we have not had 
inflation. I would like to point out again that certainly 

a lower priced dollar would enlarge the tourist traffic and 

that would benefit other sections. 

THE CHAIRMAN: Blease answer the question. I idee 
stand that Mr. St. Laurent's question was this: "If it would 
benefit the prairie provinces to have a fifty cent dollar, 
would it not, in your opinion, have been of greater bonefit 
to them to have a twenty cent dollar or a ten cent dollar? 

PROFESSOR UPGREN:: Manufactured goods prices fall 
rather slowly. Let us say, for the purposes of illustration, 
in order to answer the question. that the prices of feeieei 
tured goods fall from 100 to 70. Farm prices fall much 
more sharply; let us say, takéng Canadian figures, from 
100 to 40. You alter it enough’ when you attempt to redress 
some of that disproportion. You do not try to carry it 
tvyom. restoring of the unbalance between agriculture and 
industry. 

THE CHAIRMAN: Would it have benefited the farmers 
of Manitoba, in your view, if the dollar had been reduced 
to twenty cents ? 

PROFESSOR UPGREN: You must make one move and see 
what happens. You take the first one and you see what 
happens. You have that starting point, that fiaxnm prices 
fall too low, and you attempt to restore some fair measure 
of balance. It is like a game of chess-- 

THE CHAIRMAN: Is not the whole thing a game of 
chess? Where can you say the limit should be, that the 
dollar should be at cighty cents, seventy sixty, forty, , 
thirty, twenty, or ten cents. 

PROFESSOR UPGREN: In the course that was followed 


the results of the depreciation bore heavily on the west. 
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THE CHAIRMAN: I am asking you, where do you draw 
the line? Why do you say a fifty cent rathcr than a fourty 
cent dollar or a thirty cont dollar ? 

PROFESSOR UPGREN: You attempt, in order to draw 
the linc, to accept some idea of a fair price relationship 
below tha line that is called parity prices, a concopt that 
is widely referred tc, as giving the farmer purchasing 
power for the goods that he buys, at prices that are ce 
ably fair or in relation to what prevails in a normal neriog,* 
Therefore the measure of the extent of the depreciation 
would only be that amount. It would mot go down to 20 per 
cent, presumably, to restore a fair equitable rclationship 
in prices. Therefore you are able to determine the limit, 
and the limit, as I say, would not be down to 20 per cent, 

Iam sure. 

THE CHAIRMAN: Suppose you did bring it down to 
20 per cent, would that in your opinion have doubled the 
benefits to the farmers of Manitoba ? 

PROFESSOR UPGREN: The assumption secms so far from 
reality~-- 

TH CHATRMAN: Your own assumption seems far from 
STeabiby-to me, that frankly’ DT want to tést it. 

PROFESSOR UPGREN: If all the *hings remain unchanged 
and you depreciate tc fourty per cent, the purpose of de-~ 
preciating to 40 per cent os to restore the balance, and it 
would not follow that you should try to raise agriculture 
prices away beyond parity with manufactured goods prices. 

THE CHATRMAN: Did not President Roosevelt embark 
upon a policy, publicly announced, of endeavouring to put 
the dollar on a detcrmined basis, to try and get the dollar 


to bear a relationship to the value of commodities rather 


than to gold. 
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PROFESSOR UPGREN: He tried to get stable prices, yes. 

THE CHAIRMAN: In relation to commodities. Has he 
succeeded in doing so? 

PROFESSOR UPGREN: About half-way. If we take the 
1926 price as 100, prices fell to the middie Sixties, and 
they have now been restored to the middle eighties. 

THE CHAIRMAN: I am not asking the question for the 
purpose of making a criticism of President Rooseveit's 
policy. I was simply trying to bring out how extremely diff- 
ieult it is for any government to contwol these factors which 
you teas treating as if they were absolutely controllable. 

PROFESSOR UPGREN: It is certainly difficult to control 
them, but we can register the effects, and we say we can 
produce certain results; and there is some reason to 
believe that there can be some degree of comtrol. Let me 
illustrate by an example that is used frequently in my own 
field. A navigator who is trying to get a ship into port 
cannot plead adverse winds or currents as an excuse for his 
failure to bring his ship ‘to port; for the means of naviga- 
tion being what they are indicates that he does have some 
measure of control over these adverse factors, and there- 
fore he is expected to arrive at his destination. There 
is not a perfect control through monetary policy, but there 
is some element of control, and if that element of control 
can produce a fari measure of results in the right direction 
we can attempt to use it as Australia and Great Britain used 
it and so domething without asking whether it would or would 
not work. 

By Mr. St. Laurent: 
Q- Your investigations have not put you in a position 


where you care to give an answer to what would have hap- 
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pened with a ten cent dollar? A. A ten cent Over. 
presumably, following the reasoning we have been discus- 
Sing, would have liftcd agricultural prices. The only 

point we have made is that agriculture prices fell more 

than any other set of prices, but a ten cont dollar woulda 

be carrying it far bcyond what was TOquiITCd. Tt ie aiaer 
thing in the nature of parity that would determine the 
extent of the depreciation, and I am sure that it would not 
go down to a twenty cent dollar. 

Q. There was a large fore&en debt that had to be provided 
Por inl orcien currencies. “A. That de rights 

Q. Have you ascertained what amount of the debt of the ia 
ovince of Manitoba had to bo provided for in foreign cur- 
renucy. A. I have not. 

Qe tou Nave tote AW, Nos 

Qe In comparing the bencfits and disadvantages of this 
fifty per cent dollar, you did not take that into account? 

A. I have taken that into account in referring to a ie 
tinction between the interest the province would hava to 

pay abroad, and the interest it would pay internally. I have 
held the benefits, in this calculation, to agriculture at 

a low figure, acknowledging that there are offsctting burdens 
thet come in. 

Q. I am not suggesting that you have not acknowledged that, 
but I am asking you whether or not you did ealculate how 
many hundreds of thousands or millions of dollars of intor- 
est had to be paid that would have required two dollars for 
One during 19327 A. I have not. We have the figure for 
all of Canada but not for Manitoba, because monetary policy 
is not within the scopeof Manitoba's control. 

Ge Then you have not the mmount of the debt of the province 
of Manitoba that would have had to be provided for at a rate 


of two dollars for one in 1932? A. No. 
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Qe Have you the amount of the debt of the municipalities 
of the province of Manitoba that would have haa to be prov- 
luee: for at rate of two dollars for ono in 1932? 

A. No, but I believe some data is being collected on that 
which is to be made available, 

Qe Then you did not make any calculations based on such 
Pigurssasathose? «-Az No. 

Q. You just made the assumption that internal benefits 
might offset external disadvantages? A, More than off- 
set. 

Ge “Vithout making any calculations? t+ is your assumpt- 
ion? A. We havo this calculation, tht the débt service 
of Manitoba is running in interest to about $5,500,000. 

If we had it down let us say, to one quarter of that, one 
gets to a figure of less than $1,500,000. 

Qs when you say the debt scrvice is $5,500,000, is that 
the debt service for the provincial government? A, The 
provincial government. 

Qe Have you an approximate figure for the debt service of 
Manitoba municipalities, citics, towns, and rural municipalis 
rh Bor pO That is in a forthcoming brief. I have not the 
information hore, and I do not recall it at the moment. 

ii You do not recall whether it is larger or smaller than 
the amount of the debt service of the provinco? A. Roundly 
the debt of the provincial government is $128,000,000, but 
I do not recall the municipal figure. 

Qe “OU tay you hed) the ficure of the débt service of 
Canada. Did you have in mind debt service for all debts 
owed by the federal and provincial governments, or of any 
HUBICipalitics and public bodies? A. The figure in the 
balance of payments, which I beolicve you refer tay is in 
Table No. 26--thce figure of intorest and dividends paid, 


which is from the balance of payments data. The fourth 
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figurc, 188 and 215 million dollars mcans that the intercst 
and dividends paid oxtcrnally were those figurcs. Docs that 
give you the information you want? 

Qe Arc those figures arrived at by taking the total dobt 
sorvicse and deducting from it the total intcrcest reoccived 
from abroad by Canadians? A. My impression in checking the 
balance of payments-- I am not familiar with the practice 
herc--is that you can arrive at chocks in scvcral ways, 


then arrive at what secms to be correct in tho light of the 


tacts berore you. 

Q. That doos not mean that the total amount of intorest 
payable abroad was $215,000,000? A. According to the balance 
of payments published by Dominion sources it could mcan 

thet bat. Js tho numberof dollars to be paid abroad. It is 
the balance of payments of Canada as a nation, the amount 
going, onc might say, across the linc. 

QO» And in 1932 thet would be $215,000,000? A. Yes. 

Qs And with a fifty per cent dopreciation it would have 
been $430,000,000? A. Yes. 

Ge Thore is one more aspcct of this $6,000,000 or 
$10,000,000 calculation for the grain of those years. On 
page five you point out in your bricf that the trade policy 
of Australia promotcd the crcation of a favourable tzade 
balance resulting from such depreciation. That is in 

imes tour and five of your brict. <A. That statement 

is there, but I would like to say with respect to these 
figures, because a correction is in order, that that is only 
one of scveral causes, and there should be addcd .to. that 
the quostion of internal monetary policy and other factors 
than the one here. 


Qe There is only one mentioned here. A. Others should 
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be mentioned. 

Qe Othcrs should be mentionca as having contributcd to the 
refunding that bocamc possible? A. That is right. 

Qe But the favourablo bzadc balance, I think you point 

out on page seven, resultsfrom one Qf two things, or from 

a combination of bothe-restriction of tmports and stimulation 
of exports, or perhaps a combination of the TWOP Rag WVeay 
Q. As far as the restriction of imports gocs, is that not 
alrcady accomplished to a substantial degree by the Canadian 
Tene? A, we turn to that subjoct in the next bricf. 
Presumably a tariff would restrict imports. 

Qe And the next submission would h ow that for the farmer 
producing this grain crop, the restriction of imports resul- 
ting from thc tariff moant a burden of smme five or six 
meElion dollars? A. From the tariff? 

Q> mG: 6 AS Yos, that is the figurc. 

Q. If there had bccn further sestrictions of imports ar- 
ising out of the currency policy, thet would have become an 
additional burden to the producer of goods for consumption, 
moutd it not ? <A. Yes, the importers, producers, consti- 
tute a small portion of the total producers. 

Q.- But the submission which comes next suggests that an 
increase in the price of imported goods reflects itself, or 
has a tendency to reflect itself also in an enhanccd price 
of goods not imported? A. As th the first part of your 
question, the $100, as you have pointed out, was the 


cost of the purchases. 


(Page 153 follows) 
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That, I take it, would not be SO, conpletely. 
For instance, house rents, which are in the natu. of 
domestic goods, do not increase because imported goods 
increase in cost. 
Q- But I am referring Specially to goods for consumption, 
A. That depends. You have certain goods that are 
influenced by the price of imports and they are referred to 
as having their price set internationally; then jou have 
the internal price structure, which is separate from the 
other, 
ae But the thousand dollars worth of goods taken into 
account in the next submission do not include rent or 
anything like that; they are goods for consumption, all 
of a category that would be most apt to be influenced by 
world prices. 
A. Yes, there are other goods. 
Q. If this policy had had as one of its effects the 
stimulation of exports of grain, would not the offering 
' of a larger quantity of grain have been apt to influence the 
Liverpool price? A. There are a good many factors that 
have to be taken into consideration, some of which have 
been considered. At some period the United States 
Withdrew largely frori the export trade. 
Q.- Yes, but I suppose it is obvious that Liverpool would 
get more wheat than was required for the needs of the wheat 
trade? A. But the price in Liverpool may be sat by grain 
that does not go to Liverpool; it may be set by supplies 
that exist at home. So that the price may have been already 
influenced by grain here which was not sold to Liverpool, 
that, I take it, is your point. 
Q. in order to dispose of a larger quantity of grain, 


would it not have been necessary to offer it at some 
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reduction. A. If you treat the Supply as the amount 
being offered on the Liverpool market and the amount 
available here for sale, perhaps temporarily, for a short 
period being withheld, it would already have been affected 
in Liverpool by supplies at home. 

Q.- How would I, the Canadian seller, get them to take 

mine instead of the Australian grain or grain from the 
Argentine if I do not give them some price concession? 
What would have brought about their changing from the 
Australian vendor or the Argentine vendor to me unless I 
gave them something to induce them to do so? A. It 
would be very slight. 

Q- But it would have required some concession, and this 
calculation is built up on the assumption that the Liverpool 
price would not have bean affected? A. In several places 
it is said that it would not have been "substantially" 
affected or affected in any lmportant quantitative way. 
Perhaps these qualifications have been overlooked, 

Q. It is sugzested that the depreciation of currency 
would have released grain that was dammed up at home. 

A. When a nation chooses to aid agriculture there are 
several alternatives, One may be proper control at howe, 
storing supplies may be another, and still. another may be 

a currency policy. The issue here is this, that the course 
of action -- perhaps we can substitute that word for policy-- 
which was pursued weighed heavily upon the west. 

Q. Is it your suggestion that the damming up was a result 
of the course of exchange, or was it the result of some 
other action taken by the Canadian authorities? iiss 

The action with respect to agriculture is the result of 
low prices, the correction of which we have referred to 

in response to a question asked by the Chairman. But 


alternatives are to be considered, and that may be another 
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way of doing it. 
Q. But what I am asking you is this. You do say that 
failure to adopt a proper exchanges policy resulted in 
damming up wheat at home? A. You mentioned a moment 
ago that a price concession had been created by a more 
favourable exchange ratio; ivteake it, that is the moving 
of wheat abroad, and the converse of that would be damming 
up. 
Q. Your assumption was that the exchange that would have 
made it possible to give such concession as would have been 
required to displace the other vendors would have let out 
somes of the wheat that remained at home? A. Yes. 
Q.- There is one other aspect of this matter which I should 
like to touch upon, and I do not wish to Spend more than 
a few minutes discussing it. I have a few questions to 
ask in this regard. I am referring to ths benefits 
to eastern Canada. It is stated that the course of exchange 
which took place greatly benefited Canada. Is not that 
putting it rather strongly? A. That is the converse. 
If the course that was followed weighed heavily wpon the 
west, relativity suggests that it must have benefited some 
other area to have so affected one. 

BY TH& CHAIRMAN: 
Q.- But might a particular course of action not have affected 
aa? Might not a monetary policy detrimentally affect 
the whole? Is it necessary that a monetary policy should 
benefit one section and prejudice another? Us “1%, 00% 
possible to have a policy that would prejudice the whole, 
and vice versa, one that would benefit the whole? A. 
I am inclined to think not, my lord. A monetary policy 
is a national matter falling outside the scope of the 
government of Manitoba; therefore it results in a common 


average for the entire country. Eeqgnomic regionalisn, 
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I may point out, means that a policy impinges 

quite unequally -- and unavoidably so -- on different areas. 
BY MR. S?.LAURENT: 

Q. As I understood it, one of the main reasons given 

was the fact that eastern Canada's market was largely 

the United States, whilst the prairie provinces market was 

largely the sterling market? A. Yes. 

Q. But if there had been a depreciated dollar it would have 

been depreciated to the same degree in relation to the 

American dollar as in relation to sterling? A. Yes. 

Q- And if the exports from eastern Canada to the United 

States would have produced to the eastern Canadian exporter 

just as large an increase in Canadian dollars as the 

difference to the producer of grains in the prairie p rovinces, 

would not --A. I see no reason why the west should be son. 

cerned; if it benefits another section as well, so much 

the better. 

Ql Your expression, "greatly benefited eastern Canada", 

is putting the matter strongly because it doss not take 

into consideration the fact that eastern Geiiadee producerg 

would have received from the American market the same 

prooortion of American dollars. AK. That us eo, 

Q.- So that is not one of the benefits so far as the eastern 

exporter is concerned; ng would have received the same 

benefit from depreciation that the western exporter would 

have received? is The same type of benefit, yes, 

quantitatively. 

Q. The same type, and proportionately the same increase 

in number of Canadian dollars? A. All exporting classes 

are improved. 

Q. But the benefit, if it was a benefit that the eastern 

producer would have, would arise out of the relation 


between sterling and the American dollar? A. Yes. 
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Q. And nothing we could do could affect that relation? 

A. Manitoba could not affect any relation; the Dominion 
could have affected the relation between the Canadian dollar 
and sterling. 

Q- But had it affected the relation between the Canadian 
dollar and sterling, the necessary corollary is that it 
would have the same effect as between the Canadian ana 
Amsrican dollar? A. Yes, 

Q.- So that nothing Canadians could do coulda change the 
relation between sterling and the American dollar? 

A, That is so. 

Q- And whether we had a Canadian dollar at one peak or 
another, the relation would remain the same? A. That is 
right. 

Q.- And if the easterner was able to get a price which he 
would regard as fair, that amount, X dollars Canadian, -. 
the Canadian producer of grains receiving only sterling -- 
which meant something less thanone hundred cents to the 
dollar, was something that would not have been corrected 
by depreciating the Canadian dollar? Ay SE think Gan 
Clarify that by saying that all exporting industries would 
have benefited. 

Q- To the same extent proportionately? A. That is right. 
Q» And if it had happened that the situation did not bear 
so heavily upon the eastern producer as upon the western 
producer, it is because his market was a market in which 
the currency was higher than his own, while the westerners 
market was one in which the currency was lower than his own? 
A. Yes, plus the fact that the west exports from the entire 
area while/the east the proportion exported is much smaller, 
Q. To take amounts, will you turn to your tables on pages 


44 and 44, I would referyou to 42, the thirdcolum; that 
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is the value of share of exports for the prairie provincss, 
the amount being $1,206,000,000. That is at the foot 

of the third colum, the total. A. Do you mean the third 
column giving dollar figures? 

Q. The second column of dollar figures, Ae Yoss 

Q- That is for the wheat and flour ana barley and other 
grains? A. Yes. 

Q. For that group of commodities that you compare: with the 
wood products, plus four non-ferrous metals? A. Yes. 

Q. Page 44 has, I believe, a tabulation of that same 
group of wood products and non-ferrous metals? A. Yes. 

Q. And the non-prairis provinces portion for the same period 
would be $1,240,000,000? A. That is right. 

Q» There is a difference of some millions but it is not 

a substantial amount. These tables bear out your submission 
that the average value of the grains on ths one hana and, 
on the other, of the wood products and the four non-ferrous 
metals, is about equal? A. The total amount, that is 
right. 

Q- So that the total amount from the prairie provinces 

of grains, and the total amount of these six items of 
export from the noneprairie provinces would have been just 
about the same? A. Yes, that is right. 

Q- On page 16 you make the Statement, I believe, that 
western grain is in the unahppy position of depending, 

most heavily of all main industries in Canada, upon export 
markets? <A. Yes. 

Q. Is not that also putting it a bit strongly? A. I do 
not believe so, because western Canada lives to the extent 
of about fifty per cent by wheat alone, and that all moves 
into the export trade. In other parts of Canada there are 


areas that are equally dependent upon such markets, perhaps 
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Sven mors so; but those arcas, in relation to the total 
region, are smaller, whereas, here, the whole provinces 

is in that situation. 

Q. Here you are dealing with western agricultural produce, 
and that, you say, depends most heavily on export markets, 
Mathematically, that is probably correct, but not to the 
acgree that "most heavily" would lead one to beliave 
without looking at ths figures. If you turn to the noxt 
page, page 17, you will find wheat given as $149,000,000; 
then if you take newsprint, wood pulp, planks and boards -- 
forest products -- you get $147,000,000. <A. May I 

point out that planks and boards are in part a British 
Columbia product. 

~“Q. But they are a commodity, and on the preceding page 
you are speaking of commoditiss? A. Yas. 

Q. So that these forest commodities total practically the 
Same -~ 3147,000,000? A. But if you add the different 
items you cannot compare all ths items coming under the head 
of forest products with one agricultural product, wheat. 
You should add other grains and other products as well, 
such as meat products. Surely, howsver, you should add 
other grains. 

Q. In this there is wheat flour, $19,000,000, waich would 
bring the amount to $168,000,000? A. Yes. 

Q. Another group shown here comprises three metals, 

gold, nickel and copper, thse total being $149,000,000. 

A. Yes. The situation so far as gold is concerned is 
very peculiar. 

Q- Yes, but there is something to be noted in that con- 
nection. They are not altogether unevenly balanced, and if 
one were to take the expression "most heavily" as indicating 
any great difference, one would be a little astray. 


A. There is another point to be observed witn regard to 
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that great difference indicated in the term "most heavily", 
You depend upon export markets in proportion to total 
production, and that is the point upon which the west rests; 
because, here, all there is is grain, anda grain bears heavily 
on the export market. There is but one string to the fiddle. 
Q. At the foot of page 18 you show the value of the 
Australian dollar, which you make clear to Canadian readers 
of this submission, and the £18.3 millions would represent, 
roughly, $90,000,000, Of courses, to a Canadian reader at 
that time the pound, which was the basis for that figure of 
£18.35 millions, was a pound that would be worth roughly 

$4 instead of $5? A. Yes, I am glad to have that brought 
out. It depends upon whether you value it externally or 

in rclation to Australia. 

Q- But this submission goes before the Canadian public, 

and when speaking of dollars the Canadian reader naturally 
thinks of his own dollars; and at that time £18,000,000 
would have been about $72,000,000 instead of $90,000,000? 

A. Not to the Australian. 

Q. But to the Canadian? As i donot object to that. 

Q.- Similarly, it is stated that the average Australian 
export was 125,000,000 bushels; and $72,000,000 would mean, 
instead of fifteen cents a bushel, about eleven and a half 
cents. A. But that eleven and a half cents has reference 
to the Australian. 

Q.- But you are telling the people of Canada that the 
Australian got so many cents more, whereas in reality, it is 
only eleven and a half Canadian cents that he got. A. But 
it was the Australian that got it. 

Q. With respect to these tourist services to which 
reference has been made, I suppose it is quite impossible 


for anyone even to hazard the wildest guess at what amounts 


ie Salles 


delgttcrtd | tad oh of bets mo I yee¥ 


23 armiials we exfav uoy rosldeai mnogu abacqob at 


900000; 0.5%: oint? tats te Dew ' 


2000 abil ite Asotent GOOF HOO, at? rods seed eves neydee 


_— 


canes oe sobtae son ob i ak 


Aenean egies one gond boveta Bl rt wire tint ui. | 
som Divow 0004 HOOVE TE bits 


ier 16 bites nevets diode ylodeud. 8 etaee’ Kovatit 20 bsevent | 
eometetet ced edrtep tind gt bee novelty vedd, Jul 

} .matisrdevk’ oad of 

ert tet? ebsak to efqecd ot gaiifot es woe suet f* 

at ot itd tee tif seexéiw ,etont ataeo Yirem oe” ‘dos nattertenk 


oH «A Tos od ‘tua etnes asibensd tied « baa novels wie | 


‘4 tox tend “wall sttews- odd pew ao » 
dative of asdiviee teliwor eeods of ‘tooqaer alk | 
oiviveogat wring et ti ekogque I obits’ aeéd est eomsie tet” A 
Siwoe deiv te Seon feobliw ony Peete er eve endyas = 


: sett i — 
wisiguor aeaow ad bhuow tans nih 2 ose vamot itdat a ie! 


i - 8ag ‘to beosent a 
coe ia 
abLentaul of nobtetet at 

yoga, ‘isa adido cit evOTed sesh mohealmdie eldd tae 7e . 


Ulewitan rebset ne dbestst one witadies ee Sulstsoge mest bas’ f | 


-avsites nwo efi ‘to’ ae 


.s beaded end ot HoH a 
fuatbeaed oat” of ton o 7 


,elodeud 009,000 Rat ase siogxe | . 


vA sda60 7 


e 


1 
i 

» 

<o 


% 
ay 


, 
if 


> 


‘a 


162 


would have besn rcalized had we had a fifty cent dollar? 
A. We know that our data on foreign trade arc good, but 
the balance of payments is not very good as a rule, and 
too much reliance cannot be placed upon that in comparison 
with trade figures. 
Q. So that it would be the wildest kind of guess to suggest 
how much American money would have come in anda would have been 
expended by tourists if there had been a fifty cent dollar? 
A. Because the figures show a wide variation in tourist 
receipts. 
Q- It would be extremely difficult to Dying. ib wnte, the 
calculation, though it was during those years, as the 
statistics indicate, more important than any one single 
commodity in taking care of the foreign debt service? 
As Yes. 
Q- So that there really was no way of estimating in advance 
what that most important factor would have been with a 
fifty cent dollar? A. It was most important in some years 
while in others it was not quite so important; in some years 
it is half of wheat and smetimes twice as much. That is 
a tremendous fluctuation. 
Q.- And with a fifty cent dollar or a dollar worth even less 
we do not know how many Americans would have taken advantage 
of the situation? A. I agree. 
Q.- So that there was in that direction a factor of great 
importance which it was impossible to gauge mathematically 
in advance? A. Yes. 
Q.- The fact is that one would have had to practically jump 
off in the dark and hope for the best? A. Yes. 

THE CHAIRMAN: This whole brief is based upon the 
assumption that, had our dollar been on a parity with the 


Australian dollar, something which we do not know and are 
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not aware of, would have taken place. 

HON. MR. BRACKEN: The figures are based upon that 
assumption, but Dr. Upgren uses the Australian pound 
in relation to the English pound as an illustration of what 
would have been done if we had adopted a similar policy. 

THE CHAIRMAN: Has it ever been Suggested by any 
public man in Canada, either in the Federal or in the 
Provincial House, that our dollar should have been put 
On a parity with the Australian pound? 

-MR. PITBLADO; I have no knowledgeof that ever having 
been done, Mr. Chairman. If I may say a word on the point 
which the brief Suggests, I do not think that Dr.Upgren 
is criticizing the policy that Canada adopted in regard to 
its monetary system, He Ws ‘rather showing that a certain 
policy was adopted by Parliament. The suggestion is that 
@ policy which may have been best for Canada as a whole 
operated, from the monetary point of view, to the dis- 
advantage of the three prairie provinces, and that there- 
fore your body, Mr. Chairman, when considering the economic 
Set-up of the prairies should take into account, if the 
argument appeals to the Commission, the submission that 
sole consideration should be given this point. Forye as 
Dr. Upgren says, the prairie provinces suffered a dis- 
proportionate share of the disadvantage that ensued. from 
the pursuit of the policy that was adopted. Thatin F 
think, was rather the line he was following; he was not 
So much criticizing the policy that was adopted as showing 
the incidents of the monetary results. I know of a 
no suggestion having been made by any public man such as 
Your Lordship has referred to. I do know that in Parliament 
the question was discussed whether we should tie ourselves 


to the English pound rather than allow matters to stand as 
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they were, and there did appear to have been a discussion 
as to what should be done in that respect in following 

a midway policy. Perhaps I should not say policy.) but 
a course midway between the American dollar and the English 
pound. 

THE CHAIRMAN: Am I correct in this -- and I am 
speaking only from recollection. My recollection is that 
so far as the monetary policy of the government is concerned, 
it was supported by every federal member from this province 
with the exception of two C.C.F. members. 

MR. PITBLADO: I am not in a position to comment upon 
that statement, Mr. Chairman. 

THE CHAIRMAN: I do not know of any criticism of that 
policy having been voiced by any member of the federal 
Parliament from this province. If the policy was one 
that bore so disproportionately upon the people of Manitoba, 
is it not surprising that no voice was raised at the time 
by federal members of Parliament from the province in an 
effort to secure redress? Our eiificulty is this, We 
are asked to find facts, and there are many assumptions 
in this brief that cannot be proven inasmuch as they have 
regard to conditions that did not exist but might have 
existed under a different set of circumstances. I do not 
see how we can find facts upon this brief. 

MR. PITBLADO: May I say something in regard to your 
Sugsestion, Mr. Chairman, that no one objected to this 
policy. As I view the situation, I doubt whether anyone 
in western Canada at any rate was ina position to know 
what the effect of certain monetary policies would have been 
on the prairies or on any other part of the dominion. As 
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but those outside, reading what was happening, were in 

a maze as to what would follow from the adoption of this 

or that monetary policy. I am not putting it too strongly 
when I make that Statement, so that I do not believe that 
any conclusion can be drawn from the fact that Members of 
Parliament from western Canada raiged no Objection to some- 
thing which they were not ina position either to analyze 
Or tO oriticize. But the point made here is that whether 
it was approved by every one or not, when you come to 
consider western Canada and the prairie provinces, if the 
facts set out are as they appear they should be taken into 
consideration, I appreciate what your Lordship has said 
with respect to the qitticulty of dealing with the facts, 
but if the facts do show that the monetary policy bore 
heavily upon the prairie provinces then, even though that 
policy may have been approved by everyone, the facts ag 
submitted might fairly be taken into consideration by the 
Commission in estimating the economic disadvantages of the 
west. 

THE CHAIRMAN: Who can say what might have happened under 
quite different conditions? 

MR. PITBLADO: In fairness to Dr. Upgren, it must be 
said that he took Australia as an example of what happened 
where a different policy was pursued? Am I FignG aa) that 
regard, Dr. Upgren? 

DR. UPGREN: Yes. 

TH CHAIRMAN: The situation here is different from 
the situation in Australia. We are right beside the American 
market. The Australians have one export market, England, 
while we are faced with a wholly different problem 
in dealing with the Canadian monetary situation. The 


Situation here is altogether different from anything that 
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might arise in Australia. 

MR. PITBLADO: Dr. Upgren was using it to show 
what the result had been to the producers of wheat in that 
country and to the producers of natural products there. 
There were one or two questions I wanted to ask him, and 
with your permission, Mr. Chairman, I wil] put them now. 

BY MR. PITBLADO: 

Q. Dr. Upgren, when you were talking about the policy 
adopted in Canada you were using the word policy as meaning, 
really, a course of action that was followed? A. Yes. 
Q. And that course of action being one that only the 
Dominion Government could have controlled Or altered, you 
regarded it as a policy and so described it? A. Yes, 
Q.- The Chairman asked a question which I will repeat. 
Have you ever found, in the debates or discussions that 
took place at that time, when our monetary policywas being 
considered -- that is, of following the course Australia 
had adopted and making it our policy -- any suggestion 
having been put forward by any Member of Parliament 
in respect of the matter? A. Mr. Coote, I believe, 
introduced a motion with regard to the question. 

THE CHAIRMAN: Mr. Coote did introduce a resojution, 
the ostensible object of which was to issue currency to 
a point that would bring our dollar to a par with the 
British pound. 

BY MR. PITBLADO: 

Q. I knew that that question was discussed, but I was 
referring to any motion having for its object the bringing 
of the Canadian dollar down to a level lower than the Britigh 
pound. Do you know of any motion or resolution in that 
regard, Dr. Upgren? A. If my memory serves me corrsctly, 


he discussed the Australian currency as a possibility for 
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Canada, 

Q- TI aak you that question because I thought that you had 
read the address and that he may have discussed the 
Australian situation. 

COMMISSIONER DAFOR: If the discussion in Parliament 
was based on the proposal that we should do as Australia 
did, the proposal did not go further than that we should 
put our dollar ona parity with sterling. 

BY MR PITBLADO; 
Q.- Is that your view, Dr. Upgren? A. I do not recall, 
Q. Ihave no recollection of the matter. When did 
Australia goo off the gold standard? A, Judging by the 
sharp depreciation, about January, 1931. 
Q. You refer in your brief to what you call the 
Premiers! plan. When did that come into Operation? 
A. About May, 1932. 
Qe You were asked yesterday by Mr. St.Laurent a question with 
reference to indemnity. I had hoped to ses the record 
this morning to look yup that point, about persons having to 
pay money in a foreign country if a policy of that kind had 
been followed. 

MR. ST. LAURENT: No, having to pay to another 
Canadian. 

MR. PITBLADO: I thought it was to somebody elsewhere. 
Your question had reference to a payment to another 
Canadian in Canada. 

MR. ST.LAURENT: Yes. 

MR. PITBLADO: Was any plan of that kind followed in 
Australia, Dr. Upgren? 

PROFESSOR UPGREN: The only indemnity to which I 
referred was the indemnity of the Austrian government 


to the banks for carrying out Australia's policy. 
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MR. PITBLADO: But not paying from one citizen 
to another; there was nothing of that kind in the plan. 

PROFESSOR UPGREN: Not that I recall. 

THE CHAIRMAN: Do you wish to have this brief filed 
as Exhibit No.3? 

HON. MR. BRACKEN: Yes, my “Lord. 

MR. FOWLER: It has already been filed, my lord. 

THE CHAIRMAN: It discusses a difficult, complicated 
and controversial question and we shall have our own experts 
study it. 

MR. PITBLADO: May I say, my lord, that Manitoba's 
case does not rest on this brief. This is only one incident 
in what is to be presented to the Commission;. there are a 
great many other factors, 

THE CHAIRMAN: I think Manitoba has much more sub-+ 
Stantial ground to stand on than this. Are you going to 
Proceed now with Part IV, Mr. Bracken? 

PART IV 
THE EFFECTS OF FEDERAL TARIFF POLICY 
ON WOSTHRN CANADIAN ECONOMY 

HON. MR. BRACKEN: Part IV will be presented by 
Dr. Grant, now Assistant Professor of Economics in the 
University of Manitoba. Those associated with you, Mr. 
Chairman, will know something about his experience. At 
different times he has acted in an advisory capacity to 
the Dominion Tariff Board, the Empire Marketing Board of 
London, England; the Social Science Research ahd more 
recently as Commissioner of the Canadian heat Board. 

He has had associated with him in this study Mr. C.B. 
Davidson, formerly Statistician for the Dominion Burau 
of Statistics and for Cooperative Wheat Producers Limited. 
_ This presentation is generally accepted by 


Our consulting economists. 
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PROFESSOR GRANT: I hope to synopsize this 
this submission as briefly as I can, While the brief quotes 
extracts from statutes, it attempts to interpret them in 
as practical a way as possible. _t shall largely ignore 
quotations, except as the Commission may wish to have me 
refer to them. 

This memorandum discusses two aspects of Canadian 
tariff policy as they affect the economy of the prairie 
provinees. In Section I we shall briefly trace successive 
Stages in the development of some important aspects 
of tariff and customs legislation. We shall show the 
gradual extension of protection up to 1930 and the rapid 
expansion since that date, This extension was provided in 
five ways: (1) by expansion of the number of items in 
the tariff; (2) by raising import duties, both ad valorem 
and specific; (3) by the application of anti-dumping 
legislation; (4) by fixing values for duty purposes; and 
(5) by fixing values for duty purposes in combination with 
the general application of anti-dumping legislation covering 
imports that compete with goods made in Canada, 

There are also constitutional aspects of tariff 
legislation which we believe it is our duty to lay before 
this Commission. We will point out the fact that important 
tariff-making functions have been removed from Parliament, 
and that the principle of delegated tariff-making has been 
established in Canada. 

In Section II of this memorandum we shall attempt 
to estimate the cost of the tariff on western a.riculture, 


SZCTION I.TARIFF AND CUSTOMS LEGISLATION 
IN CANADA. 


The development of the Canadian tariff may be studied 
through historical references to the Customs Act and the 


Tariff Act. Ina discussion of tariff matters we are con~ 
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cerned with tariff rates, with value for duty purposes 
where ad valorem rates are in effect, and with anti-~ 
dumping legislation as it has developed in Canada. In 
this memorandum primary consideration will be ziven to the 
main features of the Customs Act and the Tariff Act 
that bear upon the establishment Of values for duty purposes. 
VALUS FOR DUTY PURPOS23. 
Development of Section 35. 

In establishing an ad valorem import duty it is firwt 
necessary to fix the dutiable value of an imported article. 
The basis of establishing such values for duty purposes has 
been the subject of considerable legislative action in 
Canada over a long period of years. We provose to trace 
the legislation on this Subject from 1867 to thepresent time. 

I will skip that reference to the Act Of LeG 7. 

HAIR MARKGT VALUE (1883). In the above legislation we wish 
to call particular attention to the basis of valuation, 
viz., "such value shall be understood to be the fair 

market value thereof in the principal markets of the country 
whence the same were exported directly to Canada,‘ 

The terms of this section remained in Lores. WHtiiAthe 
Customs Act was consolidated in 1883, when the section 
was reworded. Section 68 of ths 1883 consolidation provided 
that “Where any duty ad valorem is imposed on any goods 
imported into Canada, the value for duty shall be the fair 
market value thereof, when sold for home consumption, in 
the principal markets of the country whence and at the time 
when the same were exported directly to Canada." From 
this it will be seen that the basis of valuation in the 1883 
legislation remained much the same as in 1867, with the added 


qualification that the value for duty purposes was the fair 
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market value "when sold for home consumption." This 
reference to “home consumption" was a new feature. 
WHOLESALE PRICES (1921).-- The phraseology of the 1883 
Statutes was unchanged until amended in 1921; in this 

year a minor amendment was made in the direction of 
further interpretation of value for duty purposes and an 
important addition was made to the legislation. This 
addition was new, Stating that the value for duty purposes 
was to be not less than the wholesale price of the article 
Concerned, This amendment was important in that it marked 
the first introduction of the principle of relating the value 
for duty purposes to wholesale prices in other countries, 
COST OF PRODUCTION (1921).-~ The Outstanding amendment of 
1921, however, was contained in the addition of Subsection 
e to Section 40 of the Customs Act. Vie Rte MS Ole BAG 

We wish to make particular reference to the addition 
of this subsection to the Customs Act, as it represents a 
decided change in tariff Dolicyoin Ganeda, Sin effect, 
this section previded that the value for duty purposes shall 
in no case be less than the actual cost of production of 
Similar goods at date of shipment directly to Canada, plus 
a reasonable profit. Here we have the factor of production 
costs abroad inemodic’a aS a eriverlon- in establishing value 
for duty purposes in Canada. 

But the 1921 addition went furthers “it stated that 
the value for duty purposes must also include a reasonable 
allowance for profit -- another new feature. The implication 
of these new departures was that Canadian tariff authorities 
in fulfilling their duties had to be ina position to know 
the costs of production in other countries, so that goods 
Shipped to Canada could be so valued as to include a reasonable 


profit to the manufacturer or producer abroad, 
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But the 1931 legislation went Still further when 
it provided that the "Minister of Customs and Excise shall 
be the sole judge of what shall constitute a reasonable 
profit in the circumstances", We submit that this was 
in fact a delegating of tariff-making or taxing powers 
to a Minister of the Crown and that it Opened the way for 
vital decisions upon the sole judgment of whoever happened 


to be Minister of Customs and Excise at the time, 


I will not read the Section on depreciated 
currencies; there is not a great deal that needs to be 
discussed in that Section. I turn to Section 36 on page 4; 

VELOPMENT OF SECTION 36: 

Value for duty purposes, however, involves another 
Section of the Customs Act -- Section 36 as contained in 
the revised Statutes of Canada, 1927. We will now trace 
the history of that section. 

Section 31(1867).-- In 1867, Section 31 of the 
Customs Act provided; 

“The fair market value for duty, of goods imported 

into Canada, shall be the fair market valueof such 

goods in the usual and ordinary commercial acceptation 
of the term at the usual and ordinary credit, and not 
the cash value of such goods, except in cases in 
which the article imported is by universal usage 
considered and known to be a cash article, and so 

bona fide paid for in all transactions in relation 

to such article; and no discounts for cash shall in 

any case be allowed in deduction of ths fair market 

value as herein above defined; and all invoices 
representing cash values, except in the special cases 
herein above mentioned, shall be subject to such 


additions as to the Collector or Appraiser of the Port 
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"at which they are presented, may ap ear just and 
reasonable to bring up the amount to the true and 


fair market value as requirsd by this section." 


Page 175 follows. 
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Changes in the wording of this clause made in 1883, 
1886 and 1907 were of winer importance and will not be 
dealt with in this memorandun. 

In 1950, however, Section 36 as it appeared in the 
revised Statutes of 1927 was repealed, and the following 
section substituted: 

The first part of the amending section reaffirms 
the basis which had been previously adopted: namely that: 

"(1) Such market value shall be the fair 
market value of such goods in the usual and 
ordinary commercial acceptation of the term, and 
and as sold in the ordinary course of trade, 
such value in no case to be lower than the 
selling price thereof to jobbers or wholssalers 
generally at the time and place of shipment 
direct to Canada." 

Here again we have the reference in the fixing 
of value for duty purposes in Canada to wholesale prices 
abroad. Subsection 2 is decidedly important, It went 
a step further than any previous legislation in regard to 
the basis upon which values for duty purposes were estab- 
lished. This provided that the value for duty purposes 
shall not be less than the actual cost of production of 
Similar goods at date of shivment direct to Canada plus 
a reasonable advance for selling cost and profit. The 
1930 rovision of section 365 introduced almost exactly the 
same type of legislation that had been introduced in 1921 
as an amendment to section 35, which amendment was dropped 
in 1922. There was this difference, however; the 1950 
amendments to section 36 went one step further and 
ineluded not only cost of production and profits as 
criteria for fixing value for duty purposes, but also 


a reas nable advance for selling cost. 
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The amendments of 1950 greatly complicated the 
admission 6f goods into Canada, by making specific 
knowledge a prerequisite to the fixing of import 
valuations. This fact will be appreciated when it is 
considered that before valuation for duty purposes can be 
established, the responsible Minister ana the responsible 
Department must be satisfied as to the cost of production 
of the specified article in the country from whence it 
is imported; they must also be satisfied in every case 
that, in addition to the actual cost of production of the 
goods imported into Canada, a reasonable advance has 
been made in respect to selling costs, and that the 
Manufacturer abroad has included in his price a due 
allowance for profit. 

In summary, this legislation placed upon the 
responsible Minister and his Department the duty of as- 
certaining the cost of preduction of thousands of coum- 
odities produced in all countries, and of satisfying 
theiaselves, once the cost of production in these 
countries has been ascertained, that such value 
for duty purposes also includeé atfreasonable advance for 
selling costs and profit." And, furthermore, the Minister 
was to be the sole judge of what constitutes “qa reasonable 


advance for selling costs and profit." 


THE CHAIRMAN: Can you tell us what relation this 
history and this method of calculating the duties bears 
to our investigation. I can understand the effect of the 
tariff. How does the method by which the duties are 
imposed come within the purviewof this investigation? 

MR. PITBLADO: I will ask Dr. Grant how he arrives 


at it in his brief. The Dr. is responsible for it. You 


have heard the Chairman's question. 
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PROFESSOR GRANT: Well, if the Chairman would 
care to have me establish the thesis, if you like, as 
to why this section is submitted along with the method 
of clalculation then I believe probably it is bestfor 
us to read from the beginning and our summary on page 15, 
THE CHATRwAN: I do not want to interrupt you at 
all, Mr. Grant, but at the moment I do not see just how the 
method whereby the duty is arrived at comes within the 
purview of this investigation, It is interesting: but 
PeeOenotisee Low 11) is. pértinent.to.our inquiry. We 
cannot pass upon the policy of the Federal government; 
we can pass upon its effects. As to how they framed 


their tariff legislation, whether by direct legislation 


0 
t 


or by the delegation of powers to the Minister is something 
that is beyond the scope of our investigation; unless 
some Peason, can be given for bringing it. within. 

PROFESSOR GRANT: THe reason, Mr. Chairman, I submit 
is this: we attempt to measure what the effect of the 
taraftt is. Other economists have made a similar measurement 
and I should say in general as far as the West. is concerned 


that in general terms we have measured this disability 
as it affects the West. 

Now, .how.did.that disability arise? If 10 arises 
from an accumulation of tariff legislation which, shall 
we say, is cumulative but quietly going on the correction 


of thes disability, I would suggest, is a reversal of 


that policy, If part of that policy in our judgment is 


unconstitutional in that it delegates certain powers to 


of Parliament 


a a 


the Minic ter of Customs, takes it out 


entirely, then we as Westerners have no recourse to bring 


that about, 
THE CHAIRMAN: If you say it is unconstitutional you 
aL. VEL . os. 
have recourse by acc eourts. I should make it 
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it quite clear that it is not within the scope of this 
Commission to sit in review on Federal tariff policy. 
That is a matter of public policy which must be 
determined by the Parliament of Canada. We have not 
been asked to sit in review.on it. Regional cconomic 
facts is quite a different matter. We have to consider 
that question, 

PROFESSOR GRANT: I am in your hands, 

THE CHAIRMAN: I raised the point because I could 
not sce just how it is germane to our inquiry. 

MR. PITBLADO: I suggcst that Dr. Grant go on with 
his brief in connection with the summary of the rhs hh bn is 
and if there is a special disability to call the attention 
of the Commission to any particular part of the legis- 
lation that would be germane to the issue. 

MRE CH.TRMAN: I méntion it because I do not 
want any misunderstanding, 

PROFESSOR GRANT:Al1 right, my Lord. We shall start 
with section 2, 

MR. PITBLADO: I am suggesting to Dr. Grant that he 
go on With section 2 of his brief which deals with 
incidence of the tariff burden on Western Canada, and 
if there are any special portions of the other brief 
to which attention should be called that could be done 
later, In this way I belicve we would shorten a good 
deal of the reading. 

THE CHAIRMAN: The brief will be filed. 

MR. PITBLADO: Yes, for reference. I think I might 


say that Dr. Grant has made a vcry useful contribution to 


anyone studying the tariff question by this very careful 
preparation that he has given of the history of 2hs 
tariff and the changes that have been made throughout. 


I quite appreciate what,you, Mr. Chairman, said about 
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the use of it in dealing with economic burdens, 

THE CHaIRM.N: I quite agree, 

PROFESSOR GRANT: I shall now read from page 19. 

The Commission is no doubt aware of the 
estimate made by Norman MclL. Rogers of the provincial 
incidence of the Canadian tariff. We shall not attempt 
to criticize or sustain his method or results, which 
the author himself presents with reservations, Profess~ 
or MacGregor, who criticizes Mr. Rogers? method, doubts 
the vailidity of assuming that the prices of protected 
goods are raised by 26 per cent (duties eollected as a 
percentage of dutiable imports). He also challenged the 
estimates of the total value of production which is 
supposed to benefit from the tariff end attempts to show 
by another method that Mr. Rogers has probably over~ 
estimated such benefits. With these refinements of 
technique we are not at this timc concerned. We are, 
however, urgently conccorned with revealing as realistically 
and objectively as possible the added burden that 
hational tariff policy places on the agricultural 
industry of Western Canada. 

The importance to Canada of westcrn agriculture and 
the necessity of lowering the costs of producing western 
grain, if it is to compcte successfully in world markets, 
are axiomatic. It is agreed that we should pay some 
price for fcderation and the preservation of a halanced 
economy. But the price we pay should be known, and 
the administrative devices by which we are compelled to 
pay should be revealed, if the inequitics of our present 
arrangement are to be adjusted. We have attempted to 
reveal how tariff and customs administration increased 


the weight of protection; we shall now attempt to 


measure the burden in money terms." 
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The cost of the tariff is known and felt by Western 
farmers when they buy producers’ or consumcrs't goods, 
They may not know particular rates, or how tariff costs 
ere pyramided, or whether the dutics levica are TuULly 
protective for Canadian industry, or the extent of 
competition in the Canadian market. But they do know, 
for instance, by dircct price comparison that they 
are paying more for automobiles then the United States 
farmers, and they suspect that a comparison of other 
items would reveal Similar discrepancies, 

This, in brier, is our approach ‘to the problem. We 
first preparcd a budget of farm cxpcenditures by commodity 
groups. This budget is based on data collceted by 
the Dominion Bureau of Statistics, on investigations 
made by agricultural economists, and on an index of 
farm purchasing power which is compiled and published 
by the Searle Grain Company of Winnipeg and which 
aneLudes a so-called normel farm budgct. <All of these 
data have been comparcd by us and a composite farmer's 
budget prepared that we belicve evens out the 
inadequacies of any one estimate and is as typical as 
our information and judgment will permit. 

The budget of fam expenditures which might be 
affected by the tariff is made up of the following 
commodity groups: 

COMMISSIONER MackiY: How do you arrive at the 
tables that follow? 

PROFESSOR GRANT: Take, for instance, automotive 
equipment and fuel. We cstimate the farmers paid 
$100. for certain items in ell price data covering $100. 

COMMISSIONER Mackay: You estimate that? 


Professor GRiNT: Yes. 
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PROFESSOR GRINT: Yes. Take the instaneo of | 
housch ld equipment and furniture. It has been 
estimated that ninety dollars a year is spent in the 
purchase 9%f houschold equipmont and furniture by the 
average farmer, but we have prices for only $16.00 
of that amount. Then we eompiled a list 7f over twa 
hundred single items which we classified under the 
above commodity headings, With these lists we 
oonductcd an investigation of prices paid by farmers 
in northern Minnesota and socuther Manitoba. The survey 
was Made on both sides of the border in areas located 
approximatcly thirty miles, in cach case, from the 
boundary. We chose these locations in order toa avoid 
any effect of what might be termed border influcnee 
upon prices. 

MR. PITBL.DO: Just stop a minute and sce that 
you make quite clear how you work out this sample budget. 
You are reading it fairly rapidly. 

PROFESSOR GRANT: I come back later on to the 
adjustments that may take place. 

MR. PITBLADO: You have budgeted the farm expenses 
by commodity groups? 

MR. GRANT: Yes. 

Nes PITBIADO: I sce the first List is. a list of 
commodity groups. What do. you mean by commodity groups? 

PROFESSOR GRANT: Well, the first budget includes 
all the items included in automotive equipment. 

MR, PITBIuDO: There are six commodity groups 
shown below. 

PROFESSOR GRANT: That is right; and the ttems for 
these groups are in the Appendix. 

MR. PIIBLiDO: What page? 

PROFESSOR GRANT: Page 24. 
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MR, PITBLADO: Then, you say the budget is based 
on data coallectcd by the Dominion Bureau of Statistics 
which I understand you say is printed, 

PROFESSOR GRANT: Yes, I have a copy. 

MR. PITBLADO: We had a brief filca with the Royal 
Grain Commission and I know there arc statistics put 
out by the Dominion Bureau >f Statistics on this question 
we are considering. Then you have here an investigation 
madc by agricultural economists. Who are these 
agricultural cconomists? 

PROFESSOR GRANT: Some of our own and some 
of the investigations were made by the Pioneer Problems 
Committee of which I was a member. 

MR. PITBL.DO: They werc published? 

PROFESSOR GRiNT: Yes. 

MR, PITBLADO: When did that commission makes its 
investigation? 

PROFESSOR GRANT: They made their investigation in 
1930 and 1931. 

MR. PITBLADC®: So you have individual agricultural 
economists and those who are working on the problem. 

How was it done? 

PROFESSOR GRANT: We took over fifteen hundred 
farm records in Manitoba. 

MR. PITBLADO: Then you have an index of farm 
purchasing power compiled and published by the Searle 
Grain Company of Winnipeg. The Searle Grain Company 
of Winnipeg is a research company? 

PROFESSOR GRANT: Yes. 

MR. PITBLADO: «and they publish monthly a Searle 
Grain Letter? Major Strange is the head of the research 
department of the Scarle Grain Company? They have an 


index of the things the farmer buys which is know as 


the 
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the Scarle Index and has been publishea-for some time. 

in fact Major Strange put in a brief on the questions 
of costs before the Royal Grain Commission based on 

what they called their Searle Index, That is what 

you mean by the index of the Searle Grain Company 

and that is available? 

PROFESSOR GRANT: That is available. 

MR. PITBLADQ;: They had in that what the called 
a nomial farm budget? 

PROFESSOR GRANT: That is right. 

MR. PITBLaDO: You took all that data and 
compared it? You made from that what you call a 
composite farmer's budget and it evens out the inadequacies 
of any one estimate and is as typical as your infomation 
and judgment will permit. From that information you 
have worked out what you call a composite farmer's 
budget. 

PROFESSOR GRANT: That is right. 

MR. PITBLADO: and the budget for the farm 
expenditures affocted by the tariff make up these 
amounts. Is the budget that you put in these two 
columns the annual. 

PROFESSOR GRANT: That is the annual. 

MR. PITBLADO: That is the annual budget that 
you would expect a farmer in a community with an average 
number of children =~ what is the farm unit you use? 

MR. GRANT: Four. 

MR. PITBLADO: The farmer his wife and four 
children? 

PROFESSOR GRuNT: Yes. 

MR. PITBLADO: That is the basis on which it is 
worked out? 


PROFESSOR GRANT: Yese 
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MR. PTTBLADO: In the second column you have the amount 
in your own price data. You want out and got the prices. 
Is that what they were actually paying? 

PROFESSOR GRANT: Yos. 

MR. PITBIADO: During the last ycars of depression 
the amounts the famers spent for these things were low 
because they had no moncy to spend, That is what you 

mean when you say while there are $325 for machinery 
and implements in the farm budget the data you got 
from actually going out and getting it from the farmers 
was about $250. 

PROFESSOR GRANT: No, 

MR. PITBLADO: Is that what you mean? 

PROFESSOR GRANT: No. What we cstimatec is the 
normal. Under normal conditions the farmer would purchase 
~o25. worth of machinery a year. We were able to get 
information only on items which included $250. 

MR. PITBLADO: That is what you mean by that. 
But you have $90 for household equipment and furniture 
in the estimated fam budget, and you were able to get 
Only how much? 

PROFESSOR GRANT: We were able to get data on 
items that amount to $16.00. 

MR. PITBLaDO: It is the same with clothing? 

PROFESSOR GRANT: Yes; but I explain how we make 


adjustments. 


MR. PITBLADO: I wanted to make that clear before 
you went on. 

THE CHAIRMAN: I assume, Mr. Grant, that the 
reference in these items is proof that the farmer buys 
the articles that enter into the farm budget. 


PROFESSOR GRANT: Yes 
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THE CHAIRMAN: Every farmor purchascs food. 

PROFESSOR GRANT: Every farmer purchases food, yes. 

MR. PITBLADO: What is the page? 

PROFESSOR GRANT: Page 20. 

MR. PITBL.DO: What is the page you gave with 
regard to prices? 

PROFESSOR GRuNT: Page 24, 

COMMISSIONER MacK.Y: The second column, you say, 
contains all the itoms on which you gould get prices, 
Is that it? 

PROFESSOR GRANT: Yes all that we were able to 
gct items for, and that were gignificant comparisons. 

COMMISSIONER MacKiY: What? 

FROFESSOR GR.NT: Significant comparisons. 

COMMISSIONER wiacKiY: Why could you not get prices 
for the others. Did you make any sclection? 

PROFESSOR GRuNT: No. The point was we could not 
obtain the information with regard to certain items. 
Take, for instance, cotton goods... We did not fcel that 


we were able to make a theoretical ccmparison on cotton 


goods. 

COMMISSIONER MacKAY: Why? 

PROFESSOR GRANT: Well, in these stores where we 
were trying to make comparisons there was so much variation 
in quality that so far as we were concerned we thought 


we could not appraise the matter. Take the instance of 


household equipment. We tried to gct the data on household 


equipment from these country stores. We found it was 


very difficult to compare a lot of these items. Then, 


we ha& instances of their buying a lot from the mail 
ic 


order catalogue. We tried to supplement that on the basis 


of a study of the mail order catalogucs to add to our data. 
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COMMISSIONER MacKsY: There was no sclection of 
items which would come undcr tho tariff. 

©ROFESSOR GRANT: We certainly did not try to do 
it that way. is a mattcr of fact when we conc to the 
items personaly we shall find that in every casc where 
there was a different calculation for it we just ignored 
it. We had the information but we were not sure of the 
comparison, you sc@, even though it lookcd detrimental - 
the price was higher. 

THE CHATRM.N: You may have a higher standard of 
living here. I should be surprised if the farmcrs in 
Ontario spent that amount of money annually on houschola 
purchases. 

PROFESSOR GRANT: You must remember, Mr. Chairman, 
that you are dcaling with commercial agriculture, and 
the items which build up this cost are your machinery 
and automotive equipment, building matcrials and the like, 
Which differs from a smaller farm. 

THE CHAIRM:AN:Al11 right. 

PROFESSOR GRiNT: . dnadaquacics of the data 
compiled may be analyzed as follows: 

1. Neither our original list nor the final data 
On comparable prices are a complete sample of what 
farmers purchase. For some articles comparable prices 
were unobtainable, and for others variations in quality 
were so great as to cause us to dclete them from our 
calculations. 

2. We omit urban consumption from our calculations, 
but attempt later on to include it on the basis of urban- 
rural population ratios. 

3. We have not been able to check the possible 
exocss of Unitcd Statcs prices over Canadian prices 


against prices of comparable commoditics obtained free 
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of duty from a thira country. For instanee, wo have 

not been able to ficasure the added COSTS, cit any, of the 
duty on woollen goods imported, let ae SAY,. Lrom the 
United Kingdom, Thc effect of this omission is to meke 
our cstimete of the tariff burden an understatoncnt by 
an amount which we heve not attcumpted to estimate because 
of the limitations of the scope of our investigations, 

46 It is beyond the limitations of our study to 
attompt to éstimate just how much the tariff burden and 
the freight rate burden Overlap. For instance, with 
regard to shingles and ecment - two commoditics that 
appear together on our list - wo may assume that freight 
rates cause the first to bc higher in price ana monopoly 
the second. There may be other items of this nature, 
the tariff on which is not wholly responsible for the 
increased price. Whatever tho reason, the burden is there, 

COMMISSIONER ANGUS: Docs that Mean that you 
are measuring the diffcrenee betwecn the American tariff 
and the Canadian tariff? 

PROFESSOR GRINT: The Amcrican price and the Canadian 
price, Our price comparisons ere of retail prices and 
the defferentials could thcrefore conecivably be due 
¥o different retail mark-ups rather than to the tariff. 
But in the absence of tariff such differences in mark-ups 
would not persist in the same immcdiate neighbourhood, 
The Royal Commission on Price Spreads produced evidence 
that the Canadian average mark-up is ordinarily below 
the american, so that differences in prices do not re- 
wea, the full burden of the teriff. 


MR. PITBLADO: You have the reference to the page 


below. 


PROFESSOR GRANT: Yes. «As our data do not cover 


éll the items which are included in a typical farm budget 
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we merely assunc thet tho remainder bear an equally 
heavy tariff burdon. This assumption may be invalid, but 
9n checking over a long list of tariff rates on such 
items we came to the conclusion that the probable crror 
involved was not gret, 
Adjusting for Inadequacy of Sample 

We have mentioned previously that our list of 
commodities for which comperable prices were obtaincd 
represents only a portion of what we have chosen to call 
our estimated normal fam budget of cxpenditurcs. For 
example, we estimate price differenecs for annual 
purchase of machinery, imploments, ete., to the amount 
of $25, while a normal averesgce cxpcnditure should be 
approximaskcly $325, ur cstimated addca eost, “as a 
result of the tariff, on purchases of $25. is $14.19. We 


therefore have increascd this cost to $18.45, which is 


$14.19 X 223, 
Checks on Data 

For the information of the monbors of this Commission 
and as a possible means of checking our prices, there 
are included, as .ppendix tables to this section, data 
on “valuo of imports, duty collected, and cffective rate 
of duty paid for some major items of consumption." The 
effective rate is the amount of duty collected expressed 
as a percentage of the total value of imports (both 
dutiable and non-dutiable). We also compiled as a check 


On our data the rates, as we are best able to dtermine 


them from published customs ducs, that are applicable 
to the ttcems which we have uscd in our calculations of 
nrice differences, This informtion is not submitted, as 


we fclt ovr statistical tebles were perhaps already too 


detailed, 
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Sumaary of Results 
The following tabulation brings togcthor the 
results of our dctailca calculations by commodity groups 
of the cstimatecd increasoa cost per farm in Wostcrn 
Canada duc to teriff on imports from the United States: 
automotive equipment and fucl even Cree 


Machinery, implements, cto, Fae eae ea 18.45 


Building matcrial eet atn 766 


Houschold cquipment and furniture ates 12,60 


Clothing er ee 24,41 
Food oe eves AO 
Total $ 110.38 


There are approximatcly 290,000 farms in the three 
prairic provinces and we havc cstimeatca theo added cost 
per farm per year as roughly $100. Thoreforc, the total 
addcd cost borne by Wester farners is 29 million dollars 
per year. 

The weight of this burden may be judgcd by the 
following comparisons: The total municipal and school 
tax burden in Western Canada was 44.5 million dollars 
in 1953. This figure includes city, town, and village 
taxes. It is no cxagguration to state, therefore, thet 
the cost of the teriff, to farmers only, is cqual to 
what the whole population of Western Canada now pays to 
maintain local government and cducation, The Searle Index 
calculates the average real property tax on Westcrn farms 
at $69.85, which if compared with our sstimates of an 
added tariff cost per farm of $100, indicates the relative 
Weight on rural life of local taxes as compared with 
the burden of national tariff policy. 

It should be emphasized that the burden of the tariff 
on the farm population is only part of tho total burden 


On Western Canade. According to the 1951 ccnsus, the 
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farm population is 50.79 per cent of the total population 
of the prairie provinces. If the tariff burden were the 
same, per capita, on urban as on rural population, our 
estimates would have to be increased to 58 millions per 
year. But this method of allocation minimizes the 

extent of the burden, since it is a recognized fact that 
per capita urban expenditures, on all groups of 
commodities but machinery, are higher than farm expendit- 
ures. There is also the similar burden on the population 
engaged in such primary non-urban industries as mining, 
fishing, and forestry, which we do not attempt to estimate 
here. 

We are inclined to believe that our method OL 
calculation yields a minimum estimate. No claim is made 
for its accuracy other than what ordinary commonsense 
and objectivity can provide. Every step in our calculations 
was made in a manner to preclude exaggeration and bias, so thet 
if any particular item is challenged our attempted 
moderation elsewhere should Support the validity of the 
total calculations. 

THE CHAIRMAN: You give a table of figures showing 
the farm cost, urban cost and total cost in millions of 
dollars in Western Canada. What is the percentage of the 
rural and urban population in Manitoba? 

PROFESSOR GRANT: Unfortunately I have not that here 
- 56 and 44, 

THE CHAIRMAN: Which is 56? 

PROFESSOR GRANT: Urban. 

MR. ST. LAURENT: No. 

PROFESSOR GRANT: Rural - pardon me. 44 Urban. 
There are, of course, other calculations comparing the 
actual farm populations. You see, the rural population 


would include unincorporated towns. May I go on and read 
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the footnote at the botton of page 22? 
COMMISSIONER MacKaY: 56 Urban? 
PROFESSOR GRANT: No, rural. 44 Urban. 
COMMISSIONER MacKaY: In Manitoba? 
PROFESSOR GRANT: Yos. We have drawn up a table 
at the bottom of the page on the basis of the fara 
population. We teke the additionel 29 million - 
COMMISSIONER MacK.Y: - Urben is 9.5. 
PROFESSOR GRANT: We take the farm population figures 
therc. 
COMMISSIONER MacK.Y: Urban is 9.5 - 
PROFESSOR GRANT: I did not get your question. 
COMMISSIONER MackK.iY: The Ruzal population is 
56 and the Urban 44, How do you gct the higher Urban. figure? 
PROFESSOR GRiNT: We cstimatcd the additional cost 
for all Westcrn Canada. That is, urban cost. We said 
that the urban cost was the same as the rural cost for 
all of Western Canada. The farm population is 50.79 
per cent. 
THE CHAIRMAN: You draw a distinction between the 
farm population and the rural. 
PROFESSOR GRiuNT: Yes. 
MR. PITBLADO: But not in Manitoba; although I 
am told that while the rural population of Manitoba is 
equal to 56 per cent, there arc a lot of small 
unincorporated urban towns; and I think a division was 
made, Dr. Grant, in cost by taking out these little towns 
because they are not farmers, That was taken trom the 
1936 Census. Sut of the 56 per cent that is called rural 
30 per cent is farm population and 26 per cent takes 


care of these little towns and villeges. That is the way 


Ir. Grant gives the figures of farm cost in Manitoba. The 


rural population is broken down into 30 per cent farmers 
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and 26 per cent in these snall towns. That explains it. 
The other 44 por cont is urban, 

PROFESSOR GRANT: That is what I was going to say. 

COMMISSIONER Mack.yY: Including the 26 pcr cent urban, 

Mitty PITBLADO: — Ys: 

PROFESSOR MacKAY: We have made a cakculation on 
the basis of the actual farn populetion cost and we find 
the figure to bo 29 millions. We did not take the 
rural-urban calculation; we t ook the farm population 
figure, the actual farm population in Manitoba.: ‘fhe 
actual farm population is about 30 per cent because we 
have a large number of gall towns and villages. That 
does not apply in Saskatchewan with tho samc force, 

MR. PITBLADO: Before you leave that page, let 
me ask you this; whcn you were dividing up Manitoba in 
percentages you mentioned mining, fishimg and forestry. 
These people have not becn put into the farm communities; 
they would be party of the population that is taken out 

iPROMESSOR GRANT: Wo just tobk. the farm population. 

MR. PITBLaDO: For your 30 per cent? 

PROPESSOR GRiNT: Yes, I think it is 30.6. 

MR. PITBLADO: Mr. Davidson told mec. The others 
ere not in’ at all. 

PROFESSOR GRANT: Shall we discuss the Appendix 
now Mr. Chairman. 

THE CHAIRMAN: Yes, you may. 

PROFESSOR GRANT: In the Appendix we have merely 


submitted for your information and for anyone clse who 


Cares to check it, ur conclusions based on the information 


upon which our caleulations are made, 
MR. PITBLADO: Read your first page. 


PROFESSOR GRANT: From this point on the essential 


material is containcd in the tables. Theo textual 
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explanation gives a few specialpoints to be noted in using 
the individual tables. 

MR, PITBLADO: If the Commission will look at the 
table they will sec what it covers. Table L is headed 
"Comparison of Canadian and United States Prices for 
Automotive Equipmont and Hucl,;July 19 and 20, 1937, 
at Hallock, Minnesota, and Morris, Manitoba (All prices 
are retail cash prices cxcept those starred, which are 
from mail-order catalogues, or those so indicatcd in the 
list)". This is an actuol comparison of the prices on 
the two dates mentioned. 

PROFESSOR GRANT: That is right. 

MA. PITBIADO: The trucks that you have here are 
trucks of a well-known type. 

PROFESSOR GRANT: Yos, standard cquipment. 

COMMISSIONER SIROIS: Is there any special reason 
why you have choscn these two towns? 

PROFESSOR GRANT: No reason particularly, except 
they were approximatcly cquidistant from the border, We 
could have chosen towns further west. alberta and 
Saskatchewan could have teken other towns but I do not 
think it would make any difference. Phcy were very similar 
agricultural arcas. 

MR. PITBLADO: Morris is how many miles south of 
Winnipeg? 

PROFESSOR GRANT: About Borty miles. 

MR, PITBL:.DO: Hallock is a town across the 
international boundary about how far? 

PROFESSOR GRANT: «About forty miles. They are both 
in the Red River Vallcy. 


THE CHAIRMAN: I understand, Professor Grant, 


the schedules here are a breaking down of the items that 


make up the percent. 
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PROFESSOR GRANT: That is right. 

THE CHAIRMAN: I assumed that this statement would 
be dealt with by Dr. Grant when he presents his summary. 
MR. PITBLADO: Yes. The truck that you mention 

here is an International Truck, and the automobile is 

@ Ford Automobile. The prices are the same if they 
bought them in Winnipeg. The price is standard. There 
is no significance that the town of Morris happens to 

be used when referring to these particular trucks. There 
may be a little difference in regard to gasoline; but 
trucks and automobile parts have a standard price 
throughout. 

COMMISSIONER ANGUS: Do the Canadian prices include 
Sales tax which is not paid in the United States? 

PROFESSOR GRANT: Yes, 

MR. PITBLADO: Your price does include sales tax? 

PROFESSOR GRANT: Our price is the actual retail 
price. 

THE CHAIRMAN: You are not able to separate the 
Sales tax from the tariff in this item, You cannot say 
what amounts actually enter into the market price by 
reason of the tariff and the tax respectively. 

PROFESSOR GRANT: That is right. 

COMMISSIONER ANGUS: The difference between the 
American price and the Canadian price does not result wholly 
from tariffs but partly from the sales tax, which is not 
a@ tariff burden in the same sense as the rest. 

PROFESSOR GRANT: No; I think that is right. 

THE CHAIRMAN; And to get at the real tariff burden, 
assuming your figures to be correct, one would have to take 


away from the total whatever figure - it might be an estimate 
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that goes into the goods to make up the sales tax, 

PROFESSOR GRANT: Of course, there are some state 
Sales taxes in the United States. 

COMMISSIONER ANGUS: Their rate is lower, 

PROFESSOR GRANT: Yes: 

THE CHAIRMAN: Can you tell me if there is a state 
bax in Hallock, Minnesota? 

PROFESSOR GRANT: There was some on Sasoline which 
we took cognizance of - not on the general run of items. 

THE CHAIRMAN: ‘here there is a United States sales 
tax you have noted Lt? 

PROFESSOR GRANT: Yes. 

THE CHAIRMAN: [In Studying these figures on tariff 
burden one would have to take into account the proper 
amount representing the excess of the Canadian sales tax 
Over the American sales tax. 

PROFESSOR GRANT: That is right. 

MR. PITBLADO: On table 7 you have a list of the 
prices for this International Truck, That truck with 
Standard equipment at Hallock cost $735 and at Winnipeg 
$952. You work it on the same basis throughout this 
table, 

PROFESSOR GRANT; Yes, except that is an illustration 
where we did not estimate any difference because we did 
not consider it customary equipment, although it is 
purchased by a large number of farmers, 

MR. PITBLADO: TI should like to call attention to 
that, Mr. Chairman, When Dr. Grant came to put his figure 
in on the tariff he did not put anything with regard to 
the trucks because, while many farmers buy these trucks 
they are not what he considers customary equipment. You 


did not include anything in these items in connection with 
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PROFESSOR GRANT: That is right. 

MR. PITBLZDO: You mention in the last part of your 
bricf thet your method of calculation yielded a minimum 
estimate. That would be an illustration of whore you 
put nothing in. 

HROFESSOR GRANT: That is right. 

MR. PITBLADO: With rogard to automobilcs you do 
put something in. 

PROFESSOR GRANT: But only for 50 per cent of the 
farmers. 

MR. PITBL.DO: What is the 10 per cent? 

PROPESSOR-GRANT: "LO sper cent depreciation, That 
is what we cstimate as pert of his cost. 

wR. PITBLADO: You cstimated in the column that 
00 per eccnt of the farmers had) cars and from your survey 
you used the Ford as the standard. 

PROFESSOR GRANT: Yes. 

MR. PITBLiDO: That is the Ford automobile? 

PROFESSOR GRANT: Yes. 

MR. PITBLADO: And you estimate 10 per ecnt as the 
annual cost and the cstimatcd incercascd cost per farm per 
year you put in as %¢ .G0, 

PROFESSOR GRANT: That is alt. 

MR. PITBLADO: Which would allow tun years to collect. 
The same thing applics to tires and tubes. I notice you 
have that estimated at $9.30, 5 x 40%. What do you mean 
by that? 

PROFESSOR GRANT: Five tires, 40 per cent depreciation 

MR. PITBLADO: When you come down to the storage 


battery I notice you have 355 173 per cent. What do you 


mean by that. 


PROFESSOR GRANT: I estimate it lasts three yearse 
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MR. PITBLADO: And 33 por cent is the estinuateca 
quantity purchascd annually. 

PROFESSOR GRANT: YOs. 

MR. PITBLADO: That they pay annually? 

HROFFRSOR GRANT: Yos. 

MR. PITBLADO: You have an cstimate of the price 
of a gallon of gasoline uscd? 

PROFESSOR GRANT: Yos, 

MR. PITBLADO: The mount of gasoline was cstimaeted 
by your people fron the amount that was actually usod 
by a large nunbcr of farmers. 

PROFESSOR GRANT: Yes, 

MR. PITBLADO: The calculation was nadc on whet 
basis? | 

PROFESSOR GRANT: Farm study. 

MR. PITBLADO: I notice you give tho Mibnncsota 
tax on gasoline as 6 1/4 cents por Imperial Gallon | 
and the Manitoba tax at 7 cents per imperial Gallon. 

PROFESSOR GRANT: Ycs. 

MR. PITBIADO: In-csomputing your gasoline tax 
you converted the imcrican gnllon into the Imperial 
gallon? 

PROFESSOR GRANT: That is right. 

MR. PITBLADO: And these arc the prices that you took, 
G@.iMISSIUNZR SIROIS: Do you give tho 
number of gallons per year? 

PROFESSOR GRANT: Yes. 

COMMISSIONER SIROIS: re you not a little modest? 
PROFESSOR GRANT: We try to be modest. 


MR. PITBLADO: Dr. Sirois, I think you will’ see that 


all the way through they tricd tatcunder rather than over. 
The calculations ere there but he shows what amounts they 


used Now, Dr. Grant, you may return to page a4 wnere I 
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interruptca you. I think you had rced tho first 
boragraph. You say in Table 1 the itom of.farn trucks 
is excluded. That is tho itcon that We usc. 

PROFESSOR GRANT: Ycs. 

MR. PITBLADO: Will you read through thc rost of 
the items showkné what you discover, 

PROFESSOR GRANT: in Table 1 tho item of farm trucks 
is cxeludcd from our calculations of inereascd cost. 
aithough cquipment of this kind is rapidly becoming a 
necessary implcoment on grain farms, we do not conceive 
of it as being typical or customary as yet (only 3,143 
farms out of a totel of 57,774 farms in Manitoba 
reported having a farm trcuk in the 1936 census). 

MR. PITBLADO: You say the 1936 eonsus showcd 
3,143 farms as having a farm truck, 

PROFESSOR GRANT: Yos. 

MR. PITBLADO: And yet you did not include any item 
in your calculations of the inerceascd pour by réason: 
of the teriff in connection with any of thesc farms under 
that itcm. 

PROFESSOR GRANT: That is right. We have assuncd 
that automobilcs arc owned on only 50 per cent of the 
farms. This is based on ccnsus data of number of farms 
reporting cars. Estimates of cxpenditurcs on gasoline, 
kcrosene and oil arc based on farm budgcts obtained by 
the Cominion Burcau of Statistics, the Scarle Index of 
farm prices, and farm management surveys “f the University 
of Manitoba. 

For other sections of this study wc have made 
adjustments in our cstimates of total added cost to 
eonpensate for the inadcquecy of our sample. But the 
number of itoms in this section is reasonably ropresent- 


ative and wo therefore leave the total at 927.19. 
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THE CHAIRMAN: In connection with oll these items, 
you understand, thet we will heve to have them checked 
by cxperts who arc appointed by the Commission. If in 
any measure they differ materially a copy of the report 
will be furnished to you. 

MR. PITBLADO: I think Dr. Grant will be yory glad 
to show anyone tho matcrial ho has. I refcr to the 
Searle Index and other statistics. 

THe CHAIRMAN: = do not think we shall gain much 
by going into tho dctails. 

Maw PITBIiacdOt*) bdo not intend to, oxcopt to show 
what they cover. I think‘we had better take a look at 
one to see how it is mde up. 

MR. ST. LAURENT: I should like to ask throe or 
four questions which might $lucidate some of the points 
submitted here. 

BY MR. ST. L.URENT: 

Q. Hirst of all, with respect to the historical 
exposition of these scctions, I suppose you and I ere 
fortunate in not having a personal recollection of all 
Om unem: -Thero were three Goriff elections, were there 
DOteeine L6G), in-bOll and 19507? be, Wel, ere iney 
not all tariff clections, 


Q. In some elections the tariff figures more 


prominently than in othcrs. jie You had better ask 


Mr. Dafoe, 
Qe We cannot speak from personal recollection of 1891, 


ial, LOV Is 
te 1911 was very much a tariff clection. In 1930 


the tariff figured very prominently as an clection issuc. 
If my recollection is correct the prairie provinces did 


not express any disapproval of the tariff or the tightaning 


Gp of the tariff in 1911 cm 1930. Ae Do not accuse mo of Be 
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Q- I om ncithcr accusing nor congratulating. 

T THE CHAIRMAN: Perhaps Saskatchowan may have, I 
dont know. 

MR. ST. LAURENT: Monitoba in 1911 and 1930 dia 
not cxprcess any great disapproval. 

HON. MR. BRACKEN: Evon Manitoba can be wrong 
some timcs, 

MR. ST. LAURENT: Yos. I Suppose on cconomic points 
cvon the prime ministors from the prairic provinecs can 
be wrong. 

HON. MR. BRACKEN: Not olwWays. 

BY MR. ST. LAURENT. 

Q- History sccms ta accentuate the fact that the 
tightcning up was in 1921 ana in 1950. At that timc the 
prairic provinecs fornor premicrs were heads of the 
Government of Canada? . A> Dont embarass me. £°:Q. It does 
show that opinion may vary upon these tariff probloms 
and upon their cffcct upon the economy of the country? 
de” Quite so. 

Q. The data that has boon Sethered here is most 
intcresting, and I have no doubt the cxpcerts will find 
it cxtrcemcly helpful; but as you pointed out these prices 
were pricc comparisons in the sumucr of 1937, Then, they 
include the sales tax; that is, the retail prices: in 
Canada do include the salcs tax, ie YCSy 

Qo The salcs tax in 1937 was no lower than it was in 
L936. ie QUITS 60. 

Q- Your picturc for 1936 shows that the por capita 
salcs tax was 703. Ae I am not familiar with that. 


Q- «although 827 was your peak. Your calculation was 
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were distributed proportionately over the whole pop- 
ulation 6 x $7.03 would be 942.18. A. -If you start 
back I am going to put in the tractor. 

Q- I am just pointing out on the ~L00 $42.00 might 
be sales tax, which is universal Over the whole population, 
Ae Quite so. 

Q- These figures do reflect both the burden of the 
Sales tax and the burden of the tariff. Ae Quite so. 

Qe And the rural population part of that was 55,000 
farms, or about 550,00, A. A farm population of about 

330,000, 

Q.- I am dealing with the one in respect of $5,500,000. 
Ao Yes. 

}s That would be about 31/2 per cent of the total 
population of Canada which is roughly about 10 millions. 

Ae I would take your word for it. 

Q. Have you noticed that the customs and sales tax 
combined for the years 1932 to 1936 inclusive ran from 
$145 ,000,000 oddto 3155,000,000 odd. That appears on 
page 189 of the Year Book. Ae Yes. 

Q.- So that 3 1/5 per cent of that would be about 
$5,500,000. A. You are not trying to estimate if I 
get you correctly, that the amount of duty collected by 
tariff or sales tax is equal to the full amount of the 
raise in prices. 

@. No; I am just pointing out that the Per capita 
-distribution of. customs duties and sales tax ~- 

Ao Collected by the Government? 
Qe - - is from $145 million to $151 millions per annun. 
That would be 614 and $15 on a percapita basis. A. But 


that is not the amount that he may pay. 


@. No, but that is the amount collected. aA. That 


is right. 
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Qe Then Someone has to pay possibly a little more 
because of the burden that is put upon goods imported. 
A. Quite so. 

a- But checking over what the Government gets we find 
that it amounts to $14 or $15 per head, and for the six 
ideal persons of the farm family it will amount to $84 
to $90. My arithmetic is correct, is it not? 

A. .Yes; but your assumption probably is not, 

Q- I am taking the six ideal persons on the farm. 
Beeeoc. DUL You sare assuming that your purchases are 
equal to - 

Q» No, I am just comparing their burden with $100 per 
year. The burden of the average Canadian would be from $84 
to $90 resulting from Customs duties and Sales tax. That 
farm's burden, according to your calculation, would be $100. 
A. Yes. 

Q. It is unfortunate for us that the eustoms and sales 
taxes are not the only taxes that the Canadian citizen 
has to provide. That is So, is it not. A. You are asking 
me? 

Q. Yes. A. Yes. 

MR. ST. LAURENT: These are all the questions I have 
to ask, Mr. Chairman, 

MR. PITBLADO: I should like to ask Dr. Grant if he 
knows the items on which the Government collects sales tax. 
They do not collect sales tax on all the items that the 
farmer buys. 

THE CHAIRMAN: They do on all imported goods. 

MR. PITBLADO: I do not think they collect sales 


tax on all the sales that are made, 
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PROFESSOR GRANT: 1e6,, that is right... It is hard 
to say what percentage would be revenue and what 
percentage tariff burden, 

MR. PITBLADO: I think Dr. Grant's contention would 
be a very large proprtion of the extra amount that is 
paid by the farmer does not produce revenue to the 
Government. In discussingthis with him that was my 
understaading. There is no suggestion that this comes 
from imported goods that the farmers buy. The farmers 
suggest the effect of the tariff is that they pay an 
increased burden of cost, 

THE CH.IRM.N: Some would be merely domestic 
production, 

MR. PITBL..DO: Some imported. 

THE CHAIRMAN: We will adjourn until 2.30. 


(Whereupon the Commission adjourned at 1.00 
until 2.30 O*%Clock) 


(Pagej97 Follows) 
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AFTERNOON SESSION 

The Commission rcsumced at 3.30 P.M. 

THE CHAIRMAN: I understand that the noxt bricf is 
Part V, The Effects of Declining Income. All thc Gener 
ioners will listcn to this with sympathy bceauso of practical 
expceriencea. 

PROFESSOR UPGREN: Tho first Part gives tho infor- 
mation that is summerizcd in the Appendix for cach of the 
years from 1926 to 1934 or 1935 ana in one dase to LIOG. 
and the second Part summarizcs tho information after 
selecting for discussion somc of tho ycoars. I should 
like to read tho first Part, which takos up slightly 
more than thrce pages, and thon to refer bricfly to somo 
of the tables, and roserve discussion for such questions 
as the Commission may havo. 

If I may, I will commence to read at page one of 
Earn Ve, " 

This scction summarizes some of the cffects 
of the decline in income of the pcoplo of 
Manitoba that arc considered in cxtcndod dc- 
tail in tho next section. It is the ercat 

-declinc in income that has occurred sinee 1926 
that has creatcd many of tho problems that 
face all governments in Manitoba. Tho decline 
in income has bsen persistent in all the years 
Sincc 1928 and particularly scvoro since 1930. 

Manitoba has within its borders 6.75 per 

cent of the Canadian pooplc, but since 1928 
its share of the netional income has averaged 
Slightly less than 5 per cent and in 1935 was 
less than 4.50 per cent. 


MR. PITBLADO: That is shown, according to the foot- 


note in scction D, Tablo one, is it not? 
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PROFESSOR UPGREN: thet to Tient. 
THE CHAIRMAN: Is the incomc for 1936 given in that 
table ? 
PROFESSOR UPGREN: No, that is not available. 
MR. PITBLADO: These total incomo amounts aro taken 
from the Dominion Burcau of Statistics? 
PROFESSOR UPGREN: That is right. If I may now 
proceed: “ This sharo of the income in 1935 was but 
two-thirds of the share of population. Statcd 
the other way around, Manitoba has a share of the population 
of Canada that in 1935 was one-half again as large as its 
share of the income of the people of Canada. 
Bricfly, the significance of the difference between 
these two figures is that thc demand for ee 
ditures is determined by the numbers of our 
people, but our taxable capacity is dctormined, 
not by the number of our people, but by their 
income. Our taxation when mcasured on a per 
capita basis is substantially in line with other 
provinecs, but when that taxation is measured 
as a proportion of the income of our people it 
is found to be much higher than for the rest of 
Canada. In other words, when our per capita 
income falls by onc third as compared with the rest of Can- 
ada, thc burden of taxation on that reduced 
income for the same standard of services is 
fifty per cent greater. 
Bu: first let us compare the trend of income 
for Manitoba with that for Canada as a whole. 
The income of thcCanadian people in 1935 was 
only two-thirds of the income in 1926. If we 
express this declino by the uso of index num- 
bers, using 1926 as 100, we find that our income 


fell to 66 in 12555 Stated in another way, 
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this means that for cvery $100 of income that 
was reccivod by Canedians in 1926 only $66 was 
reecived in 19355. But in Manitoba tho deelina 
was from $ 100 in 1926 to $49 in 1935. No 
othcr provinec execpt Saskatchewan suffered 

as great adccline in incomc. In Ontario ana 
Quebec, for examplc, the decclinc in income was 
only to $76 and $70, respoctively. 

THE CHAIRMAN; You say that in 1935 Manitoba's share 
of the national income was less than 4.50 per cent. Was 
that the lowest year? 

PROFESSOR UPGREN: Only in 1935 was it below 4.50 
per cent. For about six or seven years cerlicr it was five 
per cent or slightly less. 

BHE CHAIRMAN: ‘why do you choose 1935? Why do you 
take the lowest yoar, if you want to makc a fair gcnoral 
comparison? 

MR. PITBLADO: The figures are given for every 
year, Mr. Chairman, if you will look at Table 2, on page 
8. Perhaps it would be as woll *o look at that tablo now 
as any other time. 

PROFESSOR UPGREN: I think the percentages are found 
in Table one page seven. The first row of figures in the 
Table gives the proportion of population of Manitoba as 
6.75. 

MR. PITBLADB: That appears in the sixth column, 
showing the percentage ai See Cobion sanilaeton according 
to the census of 1931. 

PROFESSOR UPGREN: That is right. 

MR. PITBLADO: That is the last census available? 

PROFESSOR UPGREN: That is right. ) 

MR. PITBLADO: Then you have the percentage dis~ 


tribution of income, and as you follow the column down 
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you got the figure for Manitoba from 1926 onwards. 

PROFESSOR UPGREN: That is Yight, and it will be 
observed that in 1929 the porecntage foll bclow 5.0 , than 
in 1933 and 1934 it was slightly atove 5 per cont; sand in 
1935 slightly bclow 4.50. 

THE CHAIRMAN: Is that cash income? 

PROFESSOR UPGREN: It is what wo desecribo as the 
national income, which is tho valuc of all goods and Bees 
vices, goods produced and scrviccs rendered by all the poople 
of the province as comparsd with the income of all the 
people of Canada as a whole, and the figures for Caneda 
come from the Dominion Bureau of Statistics. 

THE CHAIRMAN: But in thecaso of farmors does the 
Bureau of Statistics compyte the value of the goods ane 
sumed on the farm? 

PROFESSOR UPGREN?F No. The production part as dis- 
Ginguished from services refers to nct production, in order 
that they nay avoid, for instance, double counting of 
barley and pork where the orale: is sed! tol praduce por. 

COMMISSIONER ANGUS: Is there not another point, 
that the goods sold and services sold that are counted are 
not goods produced for personal consumption or personal 
services rendered. 

PROFESSOR UPGREN: That is right. Our main point 
here is to bring out a comoarison with the other provinces. 

COMMISSIONER ANGUS: But there is a certain amount 
of income consumed by the farmer that would not be counted 
in these statistics? 

PROFESSOR UBRGREN: That is right. 

MR. PITBLADO: Just befere leaving Table cone, if tho 
Commissioners will look back at page one, where Brofessor 
Upgren was reading, he says in the third line of the second 


paragraph that in 1935 ManitobA's share of national income 
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was loss than 4.50 por cont. Thc actual figurc as shown 
in the table on page seven was 4.44 per cent in 1935. 
The Chairman asked why 1935 was choson, but I woulda point 
out that Tablo two on page cight shows all the years from 
1986 to 1935, so while Dr, Upgren uses 1935, he Sives in 
the Table the figures from 1926 onwards, and 1935 is the 
latest year for which a2 comparison can bo madc. 

PROFESSER UPGREN: I will now turn to paragraph 
two on page two of this bricf: 

During this period, in which the value of 
agricultural production of all Canada declined 
from $100 to $44, the decline for Manitoba was 
to a lower figure of $29. Thus, we may say 
that, on the average, the farmers of Canada 
lost 56 out of every $100 of their 1926 income, 
whereas in Manitoba thcy lost $71. The loss 
to Manitoba farmcrs was therefore greater than 
in any other provincc in this nine-ycar period. 
Of all the major industrics in Canada, agri- 
culture suffercd by far the most Scverely, and 
the greatest decline in agriculture was in 
Manitoba and in Saskatchewan. 

A substantial portion of that decline was in Manitoba, to 
some extent, but particularly in Saskatchcwan. 

THE CHAIRMAN: Due to weather conditions and the 
drought. 

PROFESSOR UPGREN: That is corroct. To continue: 

In contrast to the decline from 100 to 44 in 
all Canadian agriculture from 1926 to 1935, the 
decline in all Canadian manufacturing was only 
to 725 in mining to, 99-. an forestry to 73. 

MR. PITBLADO: And the footnote refers to Table De 


If thoCommissioners wii] look at Tablo 5 on page 10, it shows 
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the index numbers of production of important Canadian 
industries by provinces for selected ycars. You do not 
take all tho years, Dr. Upgren? 

PROFESSER UPGREN: In Table D in the Appendix all 
the ycars are given. 

MR. PITBLADO: All the years are given in the Fable 
in the Appendix but ccrtain ycars aro pickod out here for 
no particular reason — except to shortcon the list, as 
I understnad it. 

PROFESSER UPGREN: That is right. Table D analyses 
the figures for Agriculture, Forostry, Fisherics, Manufact- 
ures, Mining, and gives tho total net production of various 
industries for the scvoral provinces. 

MR. PITBLADO: No doubt thcore has becn a ee 
tial imporvement in incomo in 1936 and 1937, but thore 
are no figures, out, yet for that. The, figurscs of the Dede 
inion Bureau of Statistics are the only ones available, 
but there is no doubt that there has bcen an improvement 
insMeanitoba in 1966 and 1937. In 1936 the prices of ag- 
ricultural products were very high. 

PROFESSER UPGREN: Prices of agriculture products 
in 1936 were very high, and the crops in the United Statos 
were short, and the position was rather fortunate for 
Manitoba because in Saskatchswan the crop was extremely 
small. 

MR. PITBLADB: Might I add this? The predictions 
for a good crop for Manitoba this year at high prices may 
or may not be fulfillcd. It depends on many circumstances 
outside of the prairic provinces, but undoubtedly conditions 
in 1936 and 1937 might be callcd abnormally good for Mani- 
toba. It would be better , in order to ge a true picture 
to take the figurcs fiom 1926 to 1935 as showing what 


were the conditions during thoso nino ycars. 
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THE CHAIRMAN: Wo hopo that tho noxt sevon years 
Will bce bottor than tho last sovon. 

MR. PITBLADO: ‘Yo hopo that. 

PROFESSER UPGREN: I turn now to paragraph throo of 
pags two of the bricf: 

It will be recalled that taxes in Manitoba 
when cxpresscd in rolation to its population 
have beon closoly in lino with the avorage for 
all Ganada, The measurements, for cxample, show 
that in 1933 average taxes, municipal and 
provincial, in all the provinces of Canada 
werc cqual to »32.32 for overy person in the 
Dominion. In Manitoba, however, they were 

(p53-55 or only about 3 or 4 per cont above the 
national average. This amount was substantially 
below the figure for the two large provinces. 

Then the footnote rcefors to Table six which will be found 
at the bottom of page ll. It shows the municipal and 
provincial taxcs fer capita for four scparate years, and 
there is a refcronce at the vory bottom of the Table to 
Table H in the Appcndix, which gives the figures for every 
year. It will be secon from tho tablo on page 1] that muni- 
cipal and provincial taxes per capita for all provinces 
amounted in 1926 to $31.57. That is tho bottom figure in 
the first column. 

MR. PITBLADO: That is the average? 

PROFESSER UPGREN: That is the avcrage forall Of 
Canada for 1926 and the figure for Manitoba that year was 
$34.66. Ehore is a slight variation in figures for Manitoba 
in the four years givon in the Table from the average for 
all the Dominion. 

COMMISSIONER MacKAY: ‘hy do you stop at the year 


1933 in the Table? 
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PROFESSER UPGREN: ‘Wo wore awaiting collection of 
data on municipal taxcs, and we would like to bring that 
up-to-datc. 

COMMISSIONER MacKAY: The figures are not availablo 
yot for latcr ycars? 

PROFESSER UPGREN: They are not available. Tf turn 
now to the last paragraph on page two of bho bricf: 

“fe now wish to express this average tax for 

cach person as an average proportion of incomc. 
In so doing we find that this por capita tax 
burden--which for the pcople of the province 
of Manitoba is almost cxactly at the national 
average--becomes a high tax burden when comparcd 
with the income of our pcoplc. Our total taxos 
(again including both municipal and provincial 
taxes) of $35 per capita, when comparcd with t he 
income of the people of Manitoba, require a super 
tion of thetr income thet is very substantially 
above the average for Canada. 

I would like to point out at this point that the taxation 

burden of the people of the provinces is the sum total of both 

municipal and provincial taxes, and in some provinces cer- 

tain services are administerod by the province which in 

another province may be conducted by the municipality. 

It is sometimes referred Egicrer appine taxation. 

THE CHAIRMAN: I assume that the figures here given 
represent the taxes actually collected? 

-PROFESSER UPGREN: The Tablco in tho Appendix giving 
the data indicatcs that in a fow years it is‘tho taxes- levied. 
The earlier years were years in which tax dolinquency was 
extremely low. 

TJ; CHAIRMAN: The Tablos generally ropresent taxos 


actually collected? 
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PROFESSER UPGREN: Yes, that is correct. 

THE CHAIRMAN: I presume that in Manitoba and on the 
prairies during the last seven years, the taxes in arrears 
have greatly increased, that the amounts actually delinquent 
must be larger by reason of the drought areas. 

MR. PUTBLADO: Yes, and there is no doubt that this 
point will be pressed on the Commission, that not only are 
the taxes not collected, but ina great many cases the lends 
have reverted to the municipalities and have become part of 
the municipality, and on such tands, of course, the rae 
palities can collect no taxes at all. That is something 
you will hear about from some of ithe other PrOViNces.. 7 
think it would be well at this point to look at Table F, on 
page 24, just to see what it purports to cover, I think the 
Table should be looked at sufficiently to be understood. 

It is heqded:"Total and Per Capita Tax Receipts of Munici- 
palities Only, by Provinces, 1926 to 1934; (tax receipts are 
in’millions of dollars; puptlation is in millions)." Then 
there is a foot note, in which Dr. Upgren will perhaps 

deal with. 

PROFESSER UPGREN: The municipal tax receipts for 
Prince Edward Island unfortunately are not made available 
in the Year Book. It will be observed that from L926 boS 
1930 the tox receipts are given as 175; that is $175,000, so 
we are dealing here with a rather small figure. The pre- 
vious years are taken at the same figure, becuase the infor- 
mation is not available. It would hardly seem tmt that 
would introduce any error because the taxes were taken care 
of gradually. The footnote (¢) fefersto Manitoba and the 
municipal tax receipts are given from 1926 through 1930. 


These figures are for taxes levied. 
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MR. PITBLADO: That answers the question asked by 
the Chairman. For the years, 1926, 1927, 1928, 1929 and 1930 
the figurcs for Manitoba ato the figures for taxcs lovicd. 

Ls thet correct? 

PROF2SSER UPGREN: That is correct. ‘jc have not tho 
information as to reccipts on the samc basis, but wo do know 
that in those years the tax payments were very closc to 
the levies. The delinqucncies camo with the depression 
years. 


TEE CEAIRMAN: “* 


n the other provinces the figures 
represent taxcs collected? 
PROFESSER UPGREN: iMae is Tightia Rovertine to 
the last paragraph on page 2 of the bricf: 
The figures whow that in all provinecs 
of Canada municipal and provincial taxos taken 
together absorbed a little more than 10 per cent 
the income of the Canadian pooplc. Because of 
the grcat decline in inecmo in Manitoba its 
taxcs (though closely cqual to tho average for 
Canada on a per capita basis) when cxprcsscd as 
@ proportion of income required slightly more 
than 14 per cent of the income of our poople. 
im. briet, it is because of the decline in vthe 
income «ef Manitoba that our per capita taxcs 
of $33 amount to 14 per cent of the income of 
our people, whereas the average per capita taxes 
for Canada of 332 smount only to 10 per cent 
of the incoms of the people of the Dominion. 
Then there is a reference to Table 7, which appears on 
page 12. I might say that the very bottom row of figures 
in the table running across the page is given for our in- 
formation only. I do not use it, but it is of interest, 


perhaps, to know whet the total taxes, provincial, munici- 
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pal and federal represent expressed as a percentage of the 
income of the people of Canada. 

THE OHAIRMAN: ‘here is that? 

PROFESSER UPGREN: That is in the Table on page 12, 
the very last row of figures across the page. I make no 
reference to it, but it is a matter of interest to know what 
the total taxes in the country are in rehation to income. 

The Table shows that for Manitoba in 1926 the percentage of 
income collected in provincial and municipal taxes was 6.37 

per cent, and for all provinces the average was 5,1] per 

cent. For 1929 the percentage for Manitoba was VieO Ts 

and the average for all provinces 5.28. For 1931 the percen- 
tage for Manitoba was 11.71 and for all provinees 8.29. 

For 1933, the last year for which figures are available, provin. 
ial and municipal taxes collected represented 14.36 per cent 

of income for Manitoba as against 10.34 per cent for alk thee 
provinces. 

MR. PITBLADO: and the figures for the other years are 
shown in Table 1 of the Appendix. 

THE CHAIRMAN: Are figures available showing the 
taxes by provinces? 

PROFESSER UPGREN;: It is a very difficult matter to 
allocate them. Certain taxes certainly could be allocated 
but it is dwfficult in the case of customs and excise revenue 
to tell without knowing how much is consumed of the articles 
taxed. 

THE CHAIRMAN: The average citizen is not so much 
concerned about the particular governmental body to which he 
pays his taxes as with the total taxation he is called upon 
to pay, and I waswondering if there was any means of arr- 
iving at the total taxation by provincial, Dominion anda 


municipal governments. 
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PROFESSER UPGREN: f[ do not believe there would be 
without some cstimatec ef how much of taxca articles are 
consumed by provinces. i tMEN Now to pass “S of the byiers 

The average per capita debt of all Pore 
ial govornments in Canada in 1926 was $48.22. 
In Wanitoba in that yoar the not per capita 


m1 


debt of tho province was $62.57. Thus we observe 
that in 1926 the provincial debt for each por- 
son in Manitoba was about $14 highbr than the 
average for all the provinces in Canada. But 
by 1935 the average total debt cf all provinces 
had inercased to $103.67 for every porson in Can- 
ada, while in Manitoba the increase was only 
tO. 9102.55, Thus 4% will be soon that in the 
years since 1926 the per capita debt of prov- 
incial governments in Canada more than doubled, 
but in Manitoba the increase was Oey wont as 
as great as for the Dominicn as a whola. 
Now I turn to Table 8 at the top of page 14, showing the 
net per capita dobt of provinces only» The average for all 
provinces is given in the last line of the Table, ontitloed 
All Provinces. In 1926 we find that the everegs Tor a1) 
provinces was $48.22 incrcasing in 1929 to $56.07, and in- 
creasing again in 1932 to $79.51 and in 1935 to $103.67. 
For Manitoba the figures are for 1926, $62.57: 1939, 
$66106; 1932, $90.04, and for 1935 $102.35. Tho increase 
in Manitoba per capita was approximately $40 and for all 
provinces tho increase was about $55. 
MR. PITBLADO: Another Tabls shows tho figures for the 
years &hat are not shown in this table. 
PROFESSER UPGREN: Yes, Table J in the Appendix gives 
the figures for cvery yoar. 


MR. PITBLADO: That Table appears on pago 28 giving 
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the figures for the intcrvo ning ycars, if anyons wants to 
cheek them. You will see that the figuros for Manitoba 
havd gone up gradually, then thoy went down for ono or two 
years, being down slightly in 1930,and aftcr 1930 the not 
debt per capite kept going up guite eradualive. | ities ae 
gested that the increase inthe debt may be cxpaiained by 
Mr. Garson when he comes to prcsont his bricf dvaling with 
finance. 

MR. UPGREN: The purposo of this bricf is morely 
to introduce thc data, and ths cenclusions are being drawn, 
I believe, at a later stage. I turn now to tho scennca 
paragraph on page three of tho bricf: 

If wo cxpress this inercaso in por capita 
debt by mcans of indox numbers, we find that 
for every $100 of the total rict dobt of Beet 
vincial governments in all Caneda in 1926 thore 
was, by 1935, $249 of provincial debt. In 
Manitoba, however, the increase in the total 
net debt was only from #100 to $162. 

That is the same perccntage we have just had in torms of 
index numbers, with the starting point %100 to show how 
much inercase there may heave been. 

MR. PITBLADO: Tho government of Manitoba claims to 
be entitled to credit in that their debt has not gane up 
quiée so much as some of the othor provinces. 

THE CHATRMAN: The record is certainly no reflection 
on the government. 

COMMISSIONER ANGUS: Just what docs net dcbt mean? 
Is it that there are sinking funds? 

PROFESSER UPGREN: Sinking funds, current asscts, 
self-sustaining entorprises. To continuc with the bricf: 


Thus we find Manitoba to have beon the 
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only province in Canada whodc debt did not 

double in this poriod. In fact, its total 

debt incrcascd rolativoly less than for any 

other Canadian provincco. 
Then Table 9, the second table on paze 14 gives the data 
that we have reviewed in Table 8. It :&vos indcox numbors 
of the nok debt of the provinees, in order to facilitate a 
comparison, so that wo are able to see, starting with $100 
of debt in 1926, how much of an incroasc there has boon, 
as the figurcs across the pago indicato. At the bottom of 
the table the figurcs are given for all provineds combindd 
increasing from 100 in 1926 to 249 in 1952, indicating 
that for every $100 of nct provincial debt in 1926 there 
was $249 in 1935 or an incrcasc of morc than two and a 
att fold for that period. Directing attention for a 
moment to Manitoba, her debt increased from 100 in 1926 to 


a Tigure of 162 in 1935. Those arc tho figures to which 
we have made referenecs. I quote now tho third paragraph 


On peso thres of the brier; 


If woe next consider the total net debt of the 


provincial govcrnment combincd with the total 
debt of all the municipaliticswithin our prov- 
inec, wo find that for every $100 of such debt 
for all the provinces of Canada in 1926 that 
there was $164 of debt in 1934. 
May I point out Kero that it is the total debt of municipa- 
lities because sinking funds and othcr items are extromely 
difficult to get, but we hope the Commission will secure 
that information so that the picturc can be given on that 


basis as well as the one that we have boon forced to use. 


MR. PITBLADO: Why have you takcn the ycar 1934 there? 


PROFESSER UPGREN: We have takon tho last ycar we 


could get. 


ah aca | i rw 

“tox Rie ia neon baie ae deknvess ie oy 
over ak ‘tot as ata neng etsy a "okie k 

| nat wel. ae kes otk foanaxwar Hob 
pOeHITSay SECA out > 
a n&. ott Rote ded ers i ly Bi paso ot vl a@ ¢ 
SLO Oe wiper wiv tt “8 Shik. Ne tiovatne oii 
; sniciintie of Gobto at ,eodttver@ od +e toad seit 


ul 
T 
J 


—_ 
= 


< aK Fi 
GOL ody 7 BLS T iwi ‘> < a : e iW if Ga ’ J 
| rape eet Gaekd cecdalads “Ao to ‘este weet RRSP uae Paes 4 
i . 7 hg ‘* 4 6 - 
MW NOGVed CAT VA .HtaoLSst « . ,Peoe bomugt edt a 
y ® X . 


; Komeda bore te ¥ite 25 “way' 3 due « on ait aie oldat ont ! 
‘ We ; “ Ce -: 2 rhs tae 7 “ 4 i ba ke re 

| \ ences ros hea “ot seul at et “hieo't ame 7 

- . Us - _ 


pelt ORL: tab te hi ta inaiseneg ted Se ont ‘ysove ‘tot Yn 
: E Bow: Ke RE eee te oes ovene HA aes tut 48 em 

| | ‘om nol ats auiisotia ° Botte ¢amhaam ar cul 
. - ‘abt ai at wove! . A oe ie Pi le Pepa a tape 7 


se 
#4 


“ . bs 7 


os 


4 i’ rat Me ow ae Ca : af a ci a ‘ : a , - iheit pit 
OL cc 390i ro og s if) i aa FR a TF 


: ct Pee) A ye ae peg : 
' r "os a eek te fi aaa Fe ee Sad 
re ¢ al f . J mei a 
: 305 4 is oe fo) sack 7 a ‘ \ P| J 5 ie Yoray 
sidics aah sete 5 


r evOul, SHO Buea twee hitingisiaunm od? Die’ to gees. | 4) 4 
Tg LY Ra Naeem AS) 2 ; ; he 
ue paige 5 ; 5 7) : Yh af ee : H : 4 ve tt h . é H ‘ i i, 
_ @¢65 hue Do. 00€u, C19 oe t Sal) cer aes 7 
fms GSE ae Shsnad to esdutvosy add Lie eat. © aah 
| ae Ney 7 tt) ‘ ap - by 7 
Weoe. Tl, oc Di a7 owed? 
A . ter 5 Pe : 7 
_ SRtsostin To edes Sevow ony of tr Sad? oss gue baleg T tell 
a ay te 
PAoMORI ZY OFS awe r Wirisn HBAs 2b” sndileke. Gasssed au raat 
rT fs ge * ’ . 
: ‘ ae : SP ME oe ee ’ 
otHoos Liiw SOTeetane ody ccood aw ¢yeovee A & 
6 A aan F.eeg o, tuo 2yUe 
fat ao HeelD oS Use Otitoic oft sacty SE , eas . 
| saa: Mac ll dé Seatonsoans ‘ 


~asth © , Fri sy pa 6, y ad an y ‘ius ar af 5 14 odd ‘o- Efow 6D. erned a 
Bw $8ei wt ade ‘moan boy cee yeh Omar ‘iM ~ a 


be 9) : 7 
: 
; 


— 
— 


* 


if Horde Va oi 


' 


211 


MR. PITBLADO: The last ycar for which statistics 
arc availabhe ? 
PROFESSER UPGREN: Yes. Turning to tho bereft again: 

But in Manitoba thcore was only $132. In 
fact, in Manitoba the total municipal and 
provincial dneaueedticas 4 

It is "net" in tho latter caso; 

--inercascd only bfic-half es much as in all 
Canada. In other words, wherc provincial and 
municipal dobt in Manitoba inercascd only by 
oncethird, it incrcascd py sect ante OD More an 
every other Canadian province. 

Then Table 10 will be found on page 14 giving indcx numbcrs 
of combined provincial and municipal dcbt by provinces, and 
at the bottom of the page you will obsorve thet the average 
is given for all provinces from 1926 through 1934, and it 
shows that starting with 100. in 1926 of municipal and pro- 
vVincial debt, there was an incroaso in 1934 to 164. In the 
case of Manitoba the figure of 100 in 1926 had increasod 
to 152 in 1934, an inercasc of about onc-half the rate of 
the average for all Canada. 
MR. PITBLADO: I supposc that in giving the municipal 
debt the same principal is adoptcd as in the othcr casc? | 
PROFZSSER UPGREN: It is on a comparable basis through- 
out. I turn again to pago three of the brief: 

These comparisons havo all becn on a per 
capita basis. ‘Je now make them in terms of 
income, 

‘hen we consider the nct dcbt of the provinces 
alone as a porcentage of income, we find that 
the debt of all of the provinces in 1935 was 
equal to 29 por cent of the income of the total 


Canadian population. In Manitoba, howover, 
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where debt had inercascd relatively much lcss 
than in any other province, the debt in 1935 
was novcrthcless equal to 42 per cont of its ine 
comc. 
Then there is a refcrenee to Table 11 which is to be found 
on page 1€; It gives the net debt of provinecs only as a 
percentage of incomc. In the bottom linc the avcrage Bor 
all provinees is given, and it indicates that the provincial 
debt of all provinces in Canada, oxpressed as percentage of 
income increased from 7.80 in 1926 to 29.20 in 1935. If 
we turn to the figures for Manitoba we find that the por- 
Cerboge of 11.50 in.1926 Increased to 42.50 in 1955, 
Turning again to Pre porten Of page Sof the ori cts 
From 1926 to 1933 theo total of egies tedh 
That is net: fattele municipal debt in all of Canada incroased 
from $160 to 215, an incrcoaso of $55. In Man- 
itoba &heinercase for cach person in the province 
in thc same period was only $40. Thus we sec 
that while provincial and municipal debts in 
all Canada increased, tho incroase in the case 
of Manitoba was only four-fifths as 8rcat as 
that for the Dominion as a wholc, 
Here we may turn to Table 12 on page 16, which gives the 
overlapping dobt, per capita of the provinces, and by that 
we mean, Dominion, provincial and municipal. The figures 
ere gavon-lor “all proviness’ in tho last line Tor i926 
Merouen L956, if youwill turm to the very last. lineeor we 
Table, the total Ganadian public debt per capita is given 
for the interest it may hold for anyone w anting to got the 
total debt figure Ber capita. The Llihe immcdiatoly above 
indicates that the overlapping debt for all provinces was 
159.48 in 1926, and that had inercased to 214.96 in 1932; 
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referred. For Manitoba the increasc was from 188 in 1926 
tO 228 in 1933, an inereaso of. 40. 
MR. PITBLADO: In that connection it might be well to 
turn to the last sontence on page 3 of the bricf just to 
make tit absolutely clear. It says,"from 1926 fo 1933 the 
total of provincial and municipal dcobt in all of Caneda ine 
creased from $160 to $215, an increase of $55." That is 
per capita 
_ PROFESSER UPGREN: Continuing with the bricf: 
We have shown that whilc Manitoba's provincial 
and municipal debt inercascd only from $100 
in L926.t0) $162. in) 1934 in-all .of Canada 
provincial and municipal dcbt inercascd twice as 
fast, or from $100 to $164. But in tocrms of 
income, the morc grcatly increased total muni- 
cipal and provincial debt of all Canada was equal 
in 1933 to less than 70 per eccnt of the nation-= 
al income. Manitoba 's smaller inercased total 
municipal and provincial debt in the same yoar 
was equal to 98 per cent of the income of hor 
people. 
Then turning to Table 13, in the middle of page 16, here 
again at the very bottom line we have the total Canadian 
public debt expressed as a percentage of income, end in 
total Canadian public debt we include municipal, provincial 
eNd Dominion. It shows that the total Canddian public dobt 
SEpressed as a percentage of income incrceascd from 71 in 1926 
to 155 per cent in 1933. Turning to the date for all pro- 
vinees, and here including municipal andprovincial debts, 
we have the figure of 25.80 as the percentage which that 
debt bore in 1926 to the incomc of the pooplc of Sanada, 
and thet incereasod to 68,76 in 1933, as compared with 


Manitoba's figure of 54.70 in 1926, increasing to 97,81 
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in 1933, as compearcd with Saskatchowan’s figurc for 1933 
or L014 89. 
LI turn now to the last paragraph on page four of the 
Hrior: 

Insummary;, wo have shown that the not 
debt of Manitoba, as wcll as thc combindd 
provincial and municipal debt, inercasod far 
less than for any othcr provinco in Canada. 
Yet, despitc this fact, as a rosult of the much 
greater decline in the income of the pcoople of 
Manitoba, this small retc of incrcaso was groater 
for Manitoba (and Saskatchewan) then for ay of the 
other provinces of Caneda whon moasured in relation 
to the income of tho pa ple, 

We have now referred to cech of the tables in tho 
scetion, and in the Appondix the Tablcs give the same data 
for cvery year. Unlcoss there are any qucstions I shall now 
conclude this presentation. 

MR. PITBLADO: The other part of this bricf, while 
it contgins considerable written matter, is largcly an 
exposition of the summary which you havo alrcady read, and 
the tables are explainod fully as they ere reachod. Am I 
correét on that ? 

PROFESSER URGREN: Yes. 

MR. PITBLADO: And unless somocone wants to ask any 
questions, you are content to leave them for tho benefit 
of the Commission? 

PROFESSER UPGREN: That is right. I should like to 
filo this Part V with tho Commission, 

EXHIBIT No, oO: Part V of Manitoba's submission, 
dealing with "the effects of 
declining income" 

By Mr. St. Laurent: 

Qe There are just one or two questions I would ask you, 


Dr. Upgren, I belicvc you stated that it was not possible 
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to got from the Ycar Book the amount of fcderal taxation 

paid by the provinces? A. Let Aerie. 

Os But it is possible to gct from the Yoar Book the amount 
of oxcise and war taxcs ond the amount of income tax allocatod 
by provinees? We havc that on page 850 of the Yeer Book, 

the cxcisc war taxes for 1936, ending Merch 31 being 
$116,471,000 odd, Manitoba's proportion of that boing 

$3, 605,0000d4a. Translating that into per capita in respoct 
of a population in 1931 for whe whole of Canada of £0", 000 000" 
we gct $11 pcr capita for coxcisc and war taxes, while for 
Nanttope: with a populction of 700,000 and an amount of 
$o,645,000 the per Capita would bo about $5. A. That-is 
right. 

ae With respect to income tax the amount given of $82,709,000 
would be about. $8 per capita for the whole of Canada, and 

for Manitoba, with $2,204,596, about $3 per capita. A. That 


is right . 


(Page 225 follows) 
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Q. The table you have given on page ll, of municipal and 
provincial taxes, per capita, for the last year give 
thirty-three and fifty-five for Manitoba. Those are the 
figures for the last year for which you had accurate data 
avaliable? <A, Yes. 

Q. That, addedto the $5 of excise and war taxes and 

$5 Of income tax, would be $41 per capita?...A. Yes. 

Q. While for the whole of Canada the figure for the same 
year is thirty-two, thirty-two; and if there were added 
to that average for the whole of Canada the $11 and $8, 
$19 in all, it would give 452 per capita, compared with 
Soar mun CY Ga: 

Q- Of course, that leaves out of account the burden of 
customs which it is very difficult to al.iocate? A. And 
it adds 1936 taxes to 1933. 

Q. It adds the 1936 taxes to 1935, but the 1936 tax is 
presumably not much \lower than the 1933? Ae, AG 

believe dominion taxes have increased Substantially, but 
provincial taxes have not. 

Q. Provincial and municipal taxes have not increased 
substantially from 1933 to 1936? A. I believe we 

have some material to be submitted in that regard. The 
taxes have increased, yes. New tayes have been added 

in the province. 

Q.- Have they been actually collected? A. I am afraid 
that in that connection I am anticipating a subse- 
quent brief. 

Q. We have to take these briefs as we have them? 

Be Quite ‘so. 

Q. And there would appear to be this possibly differ- 
ential of about $11 per capita? - In the main body 


of the text we have not emphasized per capita taxation 
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for the reason that we do not believe that taxing capacity 
Can be measured in terms of heads but rather in terms 

of income, and I should like to reduce the figures to 

a more important comparison, namely, taxes in relation 

to income. That is a better measure of taxable ability. 
Q- I am not speaking of taxable ability but of taxation 
liability which actually occurred. Ve have there this 
differential, which of course is not exact, because one 
portion of the calculation is 1933 and the other is 1956. 
A. On that point I may say that brief Number 7 will 
contain a discussion of the question of income tax. At 
the moment I do not wish to entbicipate it. 

Q. Though, as I am sure, we all admire the fact that there 
had not been any abnormal increass in provincial debt, 
nevertheless, looking at the table on page 14, is it 

not only fair to say that, taking table 8 on that page, 
the first year for which figures were given is 1926? 

fie. VSR. 

Q.- And that at that time the per capita debt of Manitoba 
was 62.57 while for all the provinces it was 48,22? 

Se ideo is right. 

Q. And at the end ot the period the per capital for 
Manitoba was 102.35, while for the wholeof the provinces 
it was 103.67? Aw. Yes, 

Q.- Well, does not this tend to indicate that Manitoba - 
had been a little ahead of the average by 1926 and that 
by 1935 the rest of Canada had caught up with thisprovince? 
At any rate, those are the figures. A. There was a 
reason for taking the year 1926. Wishing to be con- 
Sistent we used that year. 

Q- But when we come to 1935, which is the last year, 


we find that we were all pretty much in the same boat? 
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A. Yes, and there again we prefer to base our measurement 
On income. 

Q. With respect to income, there areof course percentage 
increases and percentage decreases, and I noticed some- 
thing in connection with my province, regarding which 

I happen to have some knowledge. The year 1926 is the 
one that is usually used in these indexes as 100. 

A. Yes, it is a very common year. It is arbitrary. 

Q- Yes, it is arbitrary; and then there are declines 
shown from 1926 to the present time in the index figures? 
A. Yes, especially after 1929. 

Q.- But with respect to the pulp and paper industry of 
eastern Canada, it is well known that 1929 was fifty per 
cent greater than 1926. Production went from 1,800,000 
tons to 2,700,000 tons, so that our high was really 1929; 
and if the high were taken as 100 the comparable declines 
would look very much like the other figures. aR Miko kg 
wood pulp and paper. We have taken total income, and 
the prosortion to total income would determire whether or 
not the difference had influenced the income figure. 

Q. The proportion of exportable goods was very largely 
wood products? A. But we are speaking of income, not 
of exportable goods. 

Q- To get back to income, I notice that in the Year-book 
there was a change made in the figures on that production, 
and the statistician warns us that the latter years are 
not comparable with the former, there naving been a change 
in the basis of the net production figures. A. Table 

B, following page 18, gives at the bottom the revision 
that became available to us after the material was pre- 
pared for the 1937 Canada Year-book, which I believe 


came out late in September. We have added the figures 
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in table B at the bottom. The adjustments here are for 
the revisions that result from the 1931 census data, 

and they may make some correction. It may be that 

as they are constantly revising income figures other 
corrections will become apparent, and of course adjustments 
will be made accordingly. It happens that the adjust- 
ments that have come to us in table B-l hardly affect 
these comparisons. Possibly later adjustments do, 

but we are compelled to await then. 

Q. I understood you to say that these were not pro- 
duction figures and would not include the subsistence 

the farmer obtained from his farm. Have we figures 

for salable goods or services? Hy, LOS tne darricul ty 
in calculating income would bs to measure that Pac LOL. 

but we do the best we can. 

%- Do you know whether there has been, over that period 
of years, any variation in the subsistence income obtained 
by the farmers of Manitoba? A. I know of no place 

where one can get that. The farming population has 

not changed greatly, and it would be surprising if the 
Structure f farmng had varied much. 

Q. You do not know whether there has bem any considerable 
reversion to mixed farming during the last decade? 

A. Without reference to the figures I could not answer 
that question offhand. 

Q. Of course, you nave not taken that into account. 

You have taken the income derived from things or services 
that were saleable? <A. Neither did the Bureau of 
Statistics take it into consideration. 

Q- That does not mean that the livelihood which the 
farmer derives from his farm is not real and does not 
r-present real income? A. Iam sure the Dominion Bureau 


would wish to gat it. 
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Q. It does not get into the statistics but it is very 
real and contributes to the well-being of the community? 
A! » Yes. 

Q. I understood you to say that Manitoba's farming 
population, compared to the urban population, was 

pretty much along the average for the whole of Canada? 

A. Very roughly. 

Q.- But that average is not borne out in each of the 
individual provinces of Canada? Pr yaa TO, 

Qe Some of the eastern provinces are industrialized to 

a greater extent, and the statistics would show a larger 
proportion of their whole income as production income? 

A. Except that agriculture is quite important even in 
Ontario. 

Q. Iam not disputing its importance anywhere. 

A. It doss not tend to ,ffect differences between the 
provinces, though if it varies greatly, it does. 

Q. The castern provinces of Quebec and Ontario are, 
generally speaking, considerably more industrialized 

than the other provinces? A. Yes. 

Q.- So that the provortion of their total income that would 
appear in the net production figures would be greater than 
would be the prozortion in the net production figures for 
the other provinces? Bie) YVGiSie There has been some 
change in the proportion of subsistence funds. That must 
be borne in mind in the first place; and secondly, 

the variation in the provortion of production represented 
by agriculture is great, so that you have those two points 
to consider. 

Q- Since you had no figures with regard to federal 
taxation, how was it possible to arrive at the figures 


you give in table 7, page 12? A. That is only 2 
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total. In this case it is income, ana you can add that 
for all Canada. Add on top of that taxation of the 


dominion, as reported, which need not be allocated, 
then divide that total by population, and you have the 
percentage of incone. That figure was given for 

illustrative purposes. We have a recent book on Public 
Finance in which there is a similar calculation, 
THe statement is made there -- and this is something that 
we are all interested in -- that Great Britain has the 
highest taxation in the world, and it is arrived at in the 
Same way. 

ie ) loam not disputing the fact that this is the usual 
method, but does this mean that with respect to provincial 
and municiapl taxes you have the actual figures, the actual 
allocation by provinces? A. As reported in the Canada 
Year-book, yes, 

Q. And with respect to dominion taxes) 1 is the per 
Capita proportion of the amount raised for dominion 

PBT POSOs?~ 4. NO, it is merely the sum total, the aggregate, 
You add the municipal and provincial -- in this case it 

is taxes -- for one province; add that sane amount for 

the second and add it for the third, and you get the 
municipal and provincial for all Canada. Take that aggre- 
gate and add to it the toval taxation which is not allotted 
by provinces -~ add it to the sum total -- and you get 
the total taxation to be compared with income. 
Q. So that it is not the amount of taxation that the 
Canadian citizen in one province pays as compared with 
the amount whica another Canadian citizen in another 
Province pays; it is the total taxation raised by all the 


Provinces of the dominion, divided by total population, 
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A. Yes. That figure was given as a matter of general 
interest. 

MR. PITBLADO: Table 7 was the percentageof income 
collected, not the per capita percentage, That is not 
on the per capita basis; it is not on that basis that you 
areiing it. 

PROFESSOR UPGREN: The per capita for different 
countries would be without meaning, though for certain 
western countries it has an interest. 

BY MR. ST.LAURENT: 
Q. Income and annual taxes are something that afford 
the basis for a very good comparison, but when you come 
to compare total national debt with annual income you are 
comparing capital with income? A. In the text we 
Say that we should like to compare that with wealth, 
but the trouble is that figures in respect to wealth 
are apt to be based iargely upon assessors! figures. 
Assessors are probabiy disinclined to follow markets 
in their assessments; they are more interested in the 
problem of equality of treatment, and consequently wealth 
data based upon assessment data are frequcntly considered 
to be quite unsatisfactory. We therefore turn to the 
best comparison we can make, with income, and we know 
that in terms of individual budgets, when one builds a 
house the debt he incurs may bear a definite relation to 
his income, thus justifying a comparison of debt and 
income, 
Q- In order to make the comparison fair it would be 
necessary to indicate that the amount of debt is so much, 
and that must mean the annual charge, the income being 
sO much? A. Yes, that was given in the main part 


of the text. 
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Q- Table 11 leaves out the intermediate step and goes 
dorect from debt to income. A. The tables cannot be 
plucked from the text in which they appear. 

MR. PITBLADO; It does not leave out anything, 
May I ask, Mr. St.Laurent, what figure you gave with 
regard to income tax for the whole of Canada? In what 
year did you quote the $3 for Manitoba? 

MR, ST.LAURENT: 1936. 

MR. PITBLADO: What is the figure for the whole of 
Canada? 

MR. ST.LAURENT: The per capita for Canada was 8, 

MR, PITBLADO; And Manitoba paid 3°? 

MR. ST.LAURENT: Yes. 

MR. PITBLADO: What did the other provinces pay? 

MR. ST.LAURENT: I have given you the per capita. 

MR. PITBLADO: Income tax throughout Canada is charged 
On exactly the same basis, and the people of Manitoba 
did not avoid paying something they should have paid when 
they paid $3 per Capita. The inference might be drawn 
from what has been said that Manitoba had escaped paying 
something which the rest of Canada paid, but as a matter 
of fact we should have been glad to have been in the 
position of having an income that would bear a tax of $11. 

THE CHAIRMAN; Will you present your next brief now, 
Mr. Major? 


PART Vi 
THE FINANCIAL PROBLEMS OF MUNICIPALITI:S 


AND SCHOOL DISTRICTS 
EE tet 
HON. MR. MAJOR: I wish to present Part VI of 


Manitoba's case, and associated with me in its presentation 
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EXHIBIT NO.6; Part VI -- The Financial 

Problems of Municipalities and School 

Districts. 

HON. MR. MAJOR: In this Section we propose to por- 
tray in summary form the administrative system of local 
government in Manitoba, and to indicate in what manner 
the financial affairs of the municipalities and school 
districts are related to those of the province. Leis 
hoped the’ this submission, detailed and technical as it 
may appea., will provide a background for the submissions 
of the municipalities, so that their responsibilities, 
burdens 22d problems will receive the Commission's 
understaniing and sympathetic consideration. 

Undsr the heading "Historical background", and in 
the four cucceeding paragraphs, we give a brief summary 
of the historical background of the institution and growth 
of municipal government in Manitoba. On Page 2, under 
the headi:g "Local Government administration", we give an 
outlins of the present administrative System of local 
government in Manitoba, There. are 170 incorporated 
municipal units, consisting of 112 rural municipalities, 
five urban municipalities, 22 villages, 30 towns and 
One municipal district, which are in certain respects 
Subject by statute to the jurisdiction of the Minister of 
Municipal Affairs, their accounts being audited by nine 
municipal auditors appointed by the Lieutenant-Governor 
in Council and paid by the municipalities in the manner 
set out. 

The cities of Winnipeg, St.Boniface and Portage la 
Prairie have special charters, and with minor exceptions 
are not under the jurisdiction of the Minister of Municipal 
Affairs, their accounts being audited by auditors 


appointed by each city. The city of Brandon, which 
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originally had a special charter, is now governed 

by a number of special Acts and by general municipal 
legislation. Certain general legislation also applies 
to the city of Portage la Prairie. 

THE CHAIRMAN: Do your relations cover the matter 
of borrowings? 

HON. MR. MAJOR; Yes, my lord, we deal with borrowings. 
On page 3 we show, in paragraph 2, that the Lieutenant- 
Governor in Council has certain powers over the muni- 
Cipalities except Winnipeg. These powers are set out 
as follows: 

1. The municipality may be supervised by requiring 

it annually to submit its financial programme for 

approval, If under supervision, all cheques may 

be countersigned by the supervisor. 

e. The elected council may be discharged from 

Offices and 1n its place, and having all its 

powers, an administrator may be appointed. 

5. The municipality may be disorganized and its 

affairs wound up by a receiver. In this case, 

the municipality ceases to function except for the 

purpose of winding up, and becomes part of unor- 

ganized territory." 

At the present time there are six rural municipalities 
that have been disorganized, five rurals and one village 
are under administrators, and two cities, one town and 
four suburban municipalities are being supervised, 

THE CHAIRMAN; Have you any power under your lesis- 
lation to deal with the credit of municipalities and the 
question of financial liabilities? 

HON. MR. MAJOR: Yes, my lord, and I shall come 


to that in a few moments. In addition to the municipal 
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units there are in Manitoba 2,270 school districts 
of varying types established under the provisions of 
the Public Schools Act. Of these, 254 are in the 
unorganized and disorganized parts of the province. 

Normally, the control of the district is vested in 
a board of school trustees chosen by the electors of the 
district, but if the financial vosition of the school 
district is unsatisfactory it may be placed under the cone 
trol of an official trustee appointed by the Lieutenant- 
Governor in Council. There are approximately 237 
School districts under official trustees, 

Within their delegated powers, and subject to the 
provisions of the Public Schools Act and the jurisdiction 
Biven under that Act to the Minister of Education, school 
districts are also self-governing units. They have power 
to borrow money and issue debentures, but do not, except 
in unorganized and disorganized territory, impose taxes, 

In organized territory, apart from the general 
statutory school levies and government grants they 
requisition the municipality for their requirements, and 
the municipalities account to the school boards for the 
general and special levies. In unorganized and dig- 
organized territory the school boards or official trustees 
levy and collect taxes under the supervision of the 
Manitoba Tax Commission. 9chool districts in unorganized 
and disorganized territory are divided into nine groups, 
each in charge of an assessor-collector appointed by the 
Lieutenant-Goveraor in Council and supervised by the 
Manitoba tax Commission. 

In the last paragraph on page 5 I deal with the 
Department of Municipal Affairs. The office was established 


in 1886 to take over the functions of the existing 
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judicial district boards. The municipal commissioner 

is a member of the executive council and the head of the 
Department of Municipal Affairs. His staff consists of 

a deputy minister, provincial municipal auditor, chief 
clerk and chief stenographer. In addition to this, 

we have the Manitoba Tax Commission. In 1920 the 
commission was establshed, mainly as the result of the 
recommendations of the Assessment and Taxation Commission, 
which reported in December, 1919. 

The main functions of the Manitoba Tax Commission 
are to generally supervise the local Municipal assessors 
and the administration of the assessment laws of the 
province, to make and revise the equalized assessment which 
forms the basis for the levying of the municipal commissionerts 
levy, and, under the Minister of Education, to supervise 
the assessing and levying of taxes in school districts 
in unorganized and disorganized territory. 

Next I deal with the municipal and public utility 
board, indicating in some measure the control that is 
exercised over the boarrowing powers of the municipalities. 
In 1926 the Municipal and Public Utility Board was created, 
It has special powers with respect to the financial affairs 
of local authorities, that is to Say, municipalities and 
School districts. It approves of all capital borrowings 
except for the city of Winnipeg. That is, every muni- 
cipality except Winnipeg desiring to increase its 
Capital debt must first secure the approval of the Municipal 
and Pyblic Utility Board. The Board is also empowered, 
when requested, to make special investigations into the 


financial affairs of any municipality or school district 
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except the city of Winnipeg and the Winnipeg school district. 
Subject to the approval of the Lieutenant-Governor in 
Council, the Board may appoint supervisors of local 
authorities, and upon certain conditions may recommend 

the adjustment of their indebtedness, A supervisor, 

when appointed, controls the annual estimates and 
expenditures of the local authoritv. There may be an 
appeal] from the supervisor to che Board. The Board also 
has some general powers in connection with the approval of 
plans of subdivisions, the Gere viet ion of existing plans, 
the compromise of arrears of taxes, and the variation or 
cancellation of building restriction caveats. 

THE CHATRMAN: Is there any power that compels the 
minority to accept a compromise? 

HON. MR. MAJOR: The Board has power by statute 
to make adjustments, or to suggest adjustments. If the 
suggested adjustment is accepted by 52 per cent of the 
holders of capital indebtedness, then the order of the 
Board goes into effect; but we have not the power to 
compel the other portion of the holders to accept such an 
adjustment. 

THE CHAIRMAN: What happens if 48 per cent do not 
choose to accept it? 

HON. MR. MAJOR: If we cannot get a 52 per cent 
acceptance of the proposal, the statute empowers the Board 
to publish the suggestion, and unless it is opposed 
within two months by 20 per cent of the holders of capital 
bonds, then the order becomes effective. But as to 
compelling any of them to accept, we have no such power, 

THE CHAIRMAN; That power exists in the province of 


Ontario but it is now being challenged in the courts. 


oP 


tines” essing valine a caida th 


‘tee As idborates iahogde oe bos 
fer Gini et “Ve Booth baso ciedieo abe Bm , 
TORT ViegGen A Sbbonhwtdeho: eked tng 7é 
has cetamites bss it aLoesnng ,f 


ts su Yam eed? Wtz2 orcs Feo agg To Ge te 
' 
cals Sys sdT’ sPEROH sgl) TORS YSeqee 687 Gort fe 
} xo, Levotdqs elt Weiw sottosnac. x! TSeyveog eréites emos 8 
oe 7 * U Fy : P 
ielg eatvelxe Yo nelrer lane, it ,aaoieiwifivsa ta 
2 7 77 
20 BOLvacvEev Say Bué . tex iO Btserte 10 seimorqmeos oat ‘ 
LW 
4 P 
7 BVESTAS Wolf) fetasary ane t hese 
. MVBSNAD golfoittest gnihttud to sclielteomae 
att Bloqaoy tsady rewe “i oTedy st :;MAM IAs eee 
a keorrgites iqeoos OF Yeivonig: ~~) 


eruTe7s yd ‘tawod i B vig | :HOLAM HM HOE 


= 
a 


an 


+ 


eae TE Levee: ‘AomRUE OF “oO  eTnentEng bse ean o¢ 
6ad “ro Jtea + se "Ed Satvaesoos inantievL be Ssvespaue 


ef? To T6h1 nf HAT . inesdelsl lejigue to azebhiod 


THES G2¢ 0G 2 tee Jones ow 1] »HOCAM aM » A0OF 
beece: add on -HVume SHHVSre ens iL) QOug etfs 26 aonelqeaos 
. pSeOGe BE ei-eeelny bis ,gcoliteepgue aay dei ldug oF 
fas tqne : © exeGlOn ear Wo tae | Of yo edvnow. Ow* mia bve 
ot es tad waS¥itoolke conoosd tebro eat ned shaod 
sewed Boue-cog oui ew ."GS08e OF, mets To-yie gat iigqmen 
to sonaverg AMP Gb Hdeéas vo i. :MAQtsiano aap | 


} , setues ett: i: Penge! Lads piesd wee ah 32 cad. abtetat: 


258 


The municipal board is empowered to dsal with the 
reduction of indebtedness but, as I say, the power is 
now being challenged, 

HON. MR. MAJOR: Yes, that is the point. I do 
not believe we have power to compel acceptance. 

Our statute provides that the award shall be binding; but 
as Your Lordship has observed, a similar statute in the 
province of Ontario is now being contested. 

‘The next matter with which we deal in this part of 
our submission has reference to land drainage maintenance 
boards. This will be found on pages 4 and 5. In 
the last paragraph but one on page 5 I deal with municipal 
commissioner levies. When the office of the Municipal 
Commissioner was established in 1886 he took over the 
assets and assumed the liabilities of all the existing 
judicial district boartis. The assets consisted of judicial 
buildings, and the liabilities were the debentures issued 
when the buildings were constructed. Originally, the 
Municipal Commissioner was authorized to levy on the 
municipalities within the judicial districts in the province, 
On the basis of an eoualized assessment, the sums required 
toray the interest anda Sinking funds for the retirement 
of the judicial district debentures and the expenses of 
the counties. These levies were first made in the year 
1889, As the demand for services of a special nature 
arose, and money had to be provided therefor, the municipal 
Commissioner from time to time was required by statute to 
make additional levies to provide for these services, 

Then I set forth the number of services that were 
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Provincial Board of Health, 1893 to 1925, both 
inclusive. 
Manitoba Sanatorium for Tuberculosis, 1914 and 
still continuing 
Patriotic Fund, 1916 to 1918, both inclusive. 
Mothers! Allowance, or Child Welfare, 1916 to 
1925, both inclusive 

Supplenentary Revenue, 1918 to 1929, both inclusive 

Soldiers' Taxation Relief, 1924 and still continuing 

| except for years 19351 and 1932 

Old-Age Pensions, 1928 and still continuing 

Good Roads, 1928 and still continuing against 

certain municipalities 

Public Health Act, 1929 to 1930 

Cancer Research, 1936 and still continuing. 

At the bottom of page 6 we give a brief summary 
of the administrative system of local governmentin Manitoba, 
from which it is evident that the financial affairs of 
the municipalities and school districts are related to those 
of the province. On page 7 we briefly summarize these 
relationships. Throughout that page is set forth 
material regarding the Municipal Commissioner's levies. 
The province has financed the cost of certain projects 
for the benefit of municipalities, in some cases issuin¢e 
provincial debentures and in other cases guaranteeing 
debentures issued by the municipalities. Under this 
head there are four classifications: 

1. Judicial district debentures were issued 

partly by the province and partly by the judicial 

districts before they were taken over by the 

funicipal Commissioner, In each case the interest 


and sinking fund requirements are levied through 
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the Municipal Commissioner's levy. 

2. The municipal share of certain highway 
costs was financed by the province and is 
recouped through annual levies made by the 
Municipal Commissioner. | 

5. The cost of construction of drainage 
works in land drainage districts was financed by 
the province, the province issuing the debentures 
against which it now holds municipal debentures 
for the adjusted portion assumed by the muni- 
Cipalitiss. 

4, The province has guaranteed municipal 
good road debentures, wnich represent a share 
of the cost of construction of roads under the 
Good Roads Act, and debentures for the cost of 


municipal telephone systems. 


On page 8, under the head "Local Government Financial 
Administration", we outline some of the main features 
of municipal financial administration. Generally 
speaking, municipal revenues are obtained from levies on 
land, personal property, business tax, poll tax, and 
licences. Undoubtedly, the main source of revenue is 
the levy on land. 

Last paragraph at the bottom of page 8 points out 
that the municipal Act of this province provides that the 
annual rate to be levied by the municipality for general 
purposes in any year shall not exceed in the case of a rural 
municipality or a municipal district more than three 
cents on the dollar, and in the case of a city, town, or 
village more than two cents on the dollar, of assessed 


, value of the whole rateable property within the corporation, 
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according to the revised assessment roll. This is 
exclusive of school, municipal Commissioner, and local 
improvement rates, as well as any rate imposed to pay 
principal and interest on an issue of debentures to pay 
off or retire debentures of the corporation, or to fund 
an operating deficit or current or past due liabilities, 
or to assume debt under the Land Drainage Arrangement Act 


oF 1955, 


Page 242 follows. 
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On page 9 we point out the limitations bearing 
upon the municipality. The second paragraph says that 
in municipalities having a population of not less than 
ten thousand the aggregate debenture debt, exclusive 
only of sinking funds actually on hand, shall not exceed 
the sum of two hundred dollars per head of the population 
of such municipality. 

In municipalities having a population of not less 
than two thousand and not exceeding ten thousand the 
aggregate debenture debt, exclusive only of 
Sinking funds actually on hand, shall not exceed the 
sum of one hundred and fifty dollars per head of the 
population of such municipality. 

In municipalities having a population not exceeding 
two thousand the aggregate debenture debt, exclusive 
only of sinking funds actually on hand shall not 
exceed the sum of one hundred dollars per head of the 
population of such municipality. 

However, the Municipal Board may authorize a 
municipality to incur a deodt or debts which will increase 
the aggregate debenture debt of such municipality to 
an amount exceeding the limitations mentioned. 

THE CHAIRMAN: What is the point? 

HON. MR. MAJOR: There have been a few occasions 
where the municipality and the public utility board have 
given their authorization,his has happened in cases of 
emergency such as sanitary services having to be supplied, 
or something like that where debentures have to be 
raised. The municipality in that case has secured the 
consent of the municipal and public utility board. 

Now, we have a lot of material which we should like 
to make available to the Commision. We have indicated 


at the bottom of pabe 9 what the material consists On 
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It has not been set forth in G@etail in this brief 
because it would take up too much space. Mr. Fisher is 
here with the material and would willingly explain 

any portion of it to the Commission or to its 

officers. 

THE CHAIRMAN: I do not think it is necessary to 
COveD time record with it if it is understood that it 
will be made available to the Commissioners at a later 
date in case they desire to examine it. 

HON. MR. MAJOR: Wes. There is available 
information respecting municipalities for the ycar 1936. 
We shall be glad indecd to make all that we have avail- 
able to any member, On page 10 we deal with general 
submission on municipal finance. I should like to direct 
your attention to the table on page 11)... The table 
on page 11 is. a breakdown of municipal assessnent figures 
in Manitoba for the Year 1956, "-In-'column 1 the gross 
assessment falue is shown. This inchudes cities as well 
as other municipalities. The total is $636,840,890. In 
column 3 we find the assessment on real estate is shown 
at p461,402,958. In column 6 the total assessment is shown 
$477 ,221,364. In column 7 is shown the assessed value 
of tax certificates held by the Municipalities. 

THE CHAIRMAN: What are they? 

HON. MR. MiJOR: These are lands offered for sale 
and bought in by the Municipality. The Municipality holds 
Tax Sales Cortificate. If you look at column 2 you will 
find a list thore of the valuc of the cxemptions, which 
includcs thc lands obtaincd by the municipality through 
tax salcs; in other words, redemption not having bcen made 
the tax sales certificate was dcposited with the Registrar 


and title was issucd to the municipality. 
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Ma j 

MajorMR. PITBLADO: The total of certificate, Mr. 

Major, is before the time has expired that thé. lana. 

i Name Passes to the owner of these certificates; is that 

HON. MR. MiJOR: That is in column 7. 

MR. PITBLiDO: Thesé lands arc redeemable, but 
the certificates are held by the municipality. 

MR. MiJOR: Yes. 

COMMISSIONER SIROIS: What arc the other exemptions? 

MR WadOR*) There are certain local lands, 
church properties and other propertics that are more 
specifically mentioned in the statute. Of the total 
gross assessment of - $636,840,890 tho net live 
assessment is 5448, 248,833, as shown in the last 
column. 

This is donc for the purpose of pointing out that 
the main source of municipal revenue is a levy on land. 

THE CHAIR.N: What do you deduct from your total 
asscssment to get your nct live assessment? 

HON. MR. MiJOR: The amounts in columns 2 and 7 
are deducted. 

THE CHAIRMAN: The amounts sct out in column 2 and 
column 7°? 

HON. MR. MigJOR: Yes. Column 4 gives the personal 
property assessment and column 5 the business tax asscss- 
ment. Now, I would like you to turn to page 24. Colum 
% indicatcs that the municipal asscssmont increased frm 
1905 to 1922, In that ycar the assessment figure was 
iets uiencst point dn Gheprovinese, At that time the 
population was 573,289, and the assessment was $681,203, 
084, From that year onwards they had steady ddéclines. 
In 1936 thc population was 648,048 and the assessments 
had fallen to $477,221, 364. 

THE CHLIRM.N: I suppose the year 1922 marks the 


gross of thc post war real cstatec valuc. 
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HON. MR. MiJBR: I would take it to be so, -In 
these years thc assessments were highcr than any other 
year in the history of municipal institutions in this 
province. During the same period the cqualized assuss- 
ment madc by the Tax Commission which includes the 
value of farm buildings, had fallcon from $764, 784,000, 
in 1922 to 3458,390,000 in 1986. 

THE CH.ITRMAN: What is the diffcrence between 
municipal asscssmcent and equalizcd asscssmcent. 

HON. MR. MJOR: The tax commission has to 
equalize the assismcnt for the purpose of the commissioner's 
Levys 

THE CHAIRMAN: The $764 million and the $680 million 
représcuts the diticrencs inthe municipal tax and 
the Commissioner's tax? 

HON. MR. MiJORS No. is Taras the municipal 
tax is conccrned I point that out in another column 
My Gord. lt WOU WiLL. wurn to column 7 you will tind 
the total municipal tax imposcd. 

THE CHLAIRMZN: I do not understand what the 9764, 
784,000 means. 

HON. MR. MiJOR: $764,784,000 was the amount of 
the equalized assessmcnt determincd by the Manitoba tax 
commission in the ycar 1922. It was determined for the 
purpose of lovying the municipal commissioncr's levy. 

THE CHAIRMAN: The municipal tax commissioner 
valucd the lands at a highcr figure than the municipalities 
themsclfecs, 

HON. MR. MAJOR: Yes. That is the whole of the 
equalized asscssment, the assessment over the whole of 


the province. 


COMIISSIONER SIROIS: In 1936 it was the other way. 
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HON. uiR. MIJOR: In 1936 it was smaller than the 
municipal assessment, yos. The first column is the total 
of the assesscd valuc as deturminca by the local, 
municipal assessors. 

COhmsISSIONER SIROIS: 6477 millions. 

HON. MR, MuJOR; Yes, But the next column is the 
total detormincd by one body, the Manitoba tax commissictyn, 
Yhey havc to advise the municipal commissioner insofar 
2s the levy affects the various purposes I outlincd a 
momcnt ago. In 1986 thc tax commissioncr determined 
that the total asscsscd valuc of thc province was less 
than what the locc] municipal assessor determinca. 

HON. MR, SIROIS: Did they collect on the 
555.000.0000, om thie 9477 ,000,000. 

HON. MR. MAJOR: That is the asscsscd value. You 
realize that some municipal assessors will assess 
higher than others;then, we have at least once hundred 
assessors in the provinee. The tax commission is one 
body and this is the assesscd valuc of the lands. 

THE CH..TRILAN: The $477 Million represents the 
assessment in the municipalitics from which the municipal 
tox WOULd De collected, - 

HON. MR. MiJOR: Yes. 

THE CHAIRMAN: The $458 millions rcpresents the 
assessment made by the taxation commissioner, on which 
the tax levied by the tax commissioner would be assesseda 

HON. MR. MAJOR: Yes, but instead of saying taxation 
commissioncr you sheculd say the amount upon which the 
tax levied by the province under the municipal 
commissioners levy is collccted. 

THE CHAIRMAN: Levicd by the province and known as 
the municipal commissioners levy. 


HON. MR. MiJOR: Yes, that is correct. If you go 


| : a wane ats ie. ae aoe ay 
a, | O87 8 1 em ro a hee | \Gas 
potas gees ab Adosuincst Mat. ho ae 


6 te ; * > 3 ‘| 7 , ° “is 
“Sear Yeroteaberos Logie tea oa 


-} 


_ Spee J emacs : 
Sen Mitr u see Ea et 


‘ ay cpa a ‘ 
Seal Sy OLY Cet, 


Wy 
¥ i - - 
ine ee Sa ti 
- 
f . f ye 
wll i i 6 
q ; 
: ns 
, 
. be i i dt 
ai te. ‘] : 
Vey OHLaY RuBeot dee bn wie ‘oa a, a ; 
_ a? 


tangas ft fea faneavkes : qistiun sient Oye St a a 
Li; “LE oust . aed) j ra re i 3 ; ri i ALAS ie » ad cers ae 


ps MME chee tare thet 0 Y Maeno eee om r 


: » deg rghit oft doide OS SR ET AE tegieneaer 
fl ss . ri ipa tLog od Aitow a 
7 ac Gas + Fall «WOH - iy 
if id OMOgeD nek itte CO. oat, MIRED me ed 


doar ad | . rangi Lt crt bth’ Ud ebem ern 
givestuss 34 Bagh = icc 108 

nes so ae ym Lay ie to Sootees aus + a2 

ie Sotie ROAR BReriie 3 | blifrg 

cis il bit <xbims 0 ov wy 

: ; at . salah £060 Bi 

‘ee foyer fan Seatac dal iat. Yd Borr ad 

: a? a7 3 . aa i meniichial 


247, 


to column 7 you will find for a population of, 285,059 in 
1905 the totel municipal tax levy was $3,441,961.78. 

THE CH.AIRM:N: What page was that on, 

HON. MR. MiJOR: On page 24, my Lord, column 7 
under the heading "Total Municipal Texcs Imposca", 

The total municipal taxus imposcd in 1905 was $3,441,961 
which amounted to a per capita levy of 12.16. In 

1922, the year in which the municipal assessments 

were the highcst, we had a population of 573,289 and 

the municipal tax levy was $22,163,682, which was a 

per capita levy of $38.66. In 1936 the levics were 
lowcr cven aftcr the assumphboh by ccrtain municipalities 
for drainage debt. In 1936 the total municipal taxes 
imposed were $18,054,688.30 for a population of 
$648,048 or a pcr capita levy of $27.86. While the 
muntcipal assessments were 2.87 per cent lower in 1936 
than they were in 1913 the municipal tax lovics in the 
Same period had ncarly doubled. 

If you look at column 8 you will find the municipal 
tax arrears, The statistics for tax arrears are available 
from the year 1922 only. In 1922 there were $17,469,509,02 
of tax arrears; whilst the tax sales certificates and 
agreements for sale are substantially less than the total 
levy for the year, which was $477, 221,364, In 1836 
the total tax arrears certificates, titles on agreements 
amounted to $35,321,132.86, making a total of arrears 
almost double the 1936 municipal revenuc,which was 
$18,054,000. 

THE CHAIRMAN: The arrears for the year 1926 is 
the accumulatcd arrears still standing on the books of 


the municipalities in 1936. 
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HON. MR. M.JOR: Tho accumulated arrears. In columns 9 and 
10 are. * showmmin tabulated form the municipal debenture 
and how it has grown from year to ycar, also the 
school debenture dcbt. The total of these two amounts 
is approximatcly 9112. million. I should like you now 
to turn to page 12 where you will sce the total capital 
debt chargeable against land, the book value of the 
Sinking funds and the distribution of the debt amongst 
the various groups of municipalities. Table No. 2 
as shown on page 12 gives the debt for the yerrs 1922 
and 1926 on unmaturcd municbpal debentures and the 
deferred liabilities, unmatured drainage, judicial 
debentures and the public school debentures unmatured 
ena Unpaid. You will motice thet In. 19e2 the total 
capital debt was {.94,617,653.27. In 1936 it had 
emounted to $114,010,180.85. The sinking fund in 
Wee amounted to 621,555,106.26 and in 1936 to 
$43,785,454.54. That is the book value of the sinking 
funds, leaving thc net debts unmatured in 1936 
$70,224,726.51 as comparcd with $73,062,547,01 in 
1922, But in addition to the amount I have mentioned 
here there are also maturedobligations and unpaid 
deferred liabilities which are shown on page 13. 

THE CHsIRMiN: You have a notc here on the book 
value of the <inking fund. 

HON. MR. wiiJOR: Yes. 

THE CHAIRMAN: Is there any intimation as to their 
real valuc so that we may arrive at their net debt, 

HON. MR. MaJOR: We have no cvidence right 
before us at the moment as to their actual value but we 
have the details of these sinking funds in the material 
which we promised to make available to the Gommission, 


I cant answer your qucstion specifically at the moment, 
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Qn page 13 we show the unmatured capital oO .Ligations 

and deferred linbilitics under the heading of "Municipal 
Defaults". On page 13, my Lord, we show what amounts 
are outstanding as unmatured capital obligation in 
deferred liability. You will notice that they are set 
out under the various headings: Rurals, Villages, 
Towns, Sububrbans, St. Bonifacc, debentures matured and 
Unpsid. Below that wo sét out Defcorred Liabilitics 
under the headings: Rurals, Villages, Towns. ‘The total 


He 5,650, 254,99, 


THE CHAIRMAN: Mr. Major, refcrring toa the 
Sinking fund of the municipalitics, who supervises the 
investment of these funds. 

HON. Wk. MAJORS The supervision is done by the 
Councils of the various municipalities. 

Tae -CrathiwaNy “and checked by the municipal 
auditor. 

HON. ih. Wi ORS and checked by the municipal 
euaitvor.) Of course, “in the City of Winnipeg that is 
done by a special sinking fund boord of auditors, 

THE CHAIRMAN: Have you reason to think that the 
boo k value differs matcrially from the real value. 

HON. MR. MiJOR: Yes, I have good reason to think 
so: in certain cases particularly. Under the heading 
of "Brovincial iid to L°cal Government Units" we deal 
with thc manncr in which the government of the province 
has realized the increasing financial difficulties of 
local government units and what assistance has been 
given by the province of Manitoba having regard to its 
own decreasing revenue and its added responsibilities. 

Under the heading of "Municipal commissioner's 
levies" - and hore I would ask you to turn to page 20 


where you will find a table showing the distribution of 
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municipal commissioner's levics and elimination of 


certain levics, Thc levy on lance has varicd from time, 
to timc.As demands for scrvices of a special nature 
arose the Municpal commisioner was cmpowered by 
statute to makc levics to provide the funds for thcse 
things. Appendix B on page 25 shows the total of 
municipal commissioner's levics from the yoar 1905 to 
the year 1936. The first column covers thc indebtcdness 
of the judicial buildings in the judicial districts. 
The eA He is the provincial ~board of health that 
started in 1905 and continucd until the year 1930 when 
the statute was repealed and tht levy was climinated. 
The next column shows the sanitarium; that is the 
Sanitarium for tubcrculosis and for which annually a 
levy is made at the express request of the municipality. 
That still continues. That levy is not madc against 
the city of Winnipeg by reason of the fact that it 
contributes a per dicm allowance for every patient 
that gocs in the sanitariun. 

THE CHALRMAN: There is no levy being paid now 
tn respect OF the beard of health, 

HON. MR. wiaJOR: No, my Lord. The next column 
is really a war levy. The column following that is a 
supplementary revenue letter. That is a levy imposed 
to assist the general funds of thc province and that 
continucd -- 

EB CHAIRMAN: Ls that a tax on land? 

HON. MR. MiJOR: That is a tax on land. fll these 
are taxes on land, my Lord, A ecortain sum of money 
was levied on the municipalitics according to the 
cqualized assessment and it continued as you see there 


for a number of years. It was discontinued in 1929. 
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The next column shows mothers! allowance and child 
welfarc., This is a pension paid to widows, That was 
a levy on land and continued for a period of years 
being discontinucd in the year 1930. 
THE CHLIRWAN; You say discontinucd. Was the 
scrvice discontinucd? 
HON. MR. MAJOR: is a levy on land? 
THE CHAIRM.N; Was the service dise :ntinucd? 
HON. MR. M.wJOR: The scrvice is maintained the 
levy on land was abandoned and the province had to 
raise the revenuc in some other manner. The next 
Column te headed “Soldiers" Vaxation Reliet*. Lt 
reached a considerable sum at one time and it is now 
down to $17,500,000. The next column is "Old Age 
Pensions Levy". This amounts to 50 per cent of the portion the 
provincehas to pay towards old agc pconsions. The 
next item is "Cancer Research", which the municipalities 
themselves requested to be levied, The next column 
is headed "Misccllancous'tand tho last column "Good Roads", 
The last column applics only to certain municipalities. 
On page 14, my Lord, you will find Table 3 which 
shows in detail the climination that the province has 
made for the purpose of relg@eving land from the burden 
imposed upon it. They aro climinetions from the 
municipal commissioner's levies; there are five of then. 
The table shows the year imposed and the year eliminated. 
The totel amount received from these impositions was 
$21 ,046,905.92. The table shows also the period the 
levies ran, the greatest annual levy and the year in 
which that was to be found. In addition to these 
elciminations the old age pension lcvy was reduccd in 1930 
when the Dominion Government increased its contributions 
to old age pensions. The soldiers" taxation relief 


levy was eliminated in 1931-1932, but imposed in 19535 
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It was substantially reduced, falling from 9150,000 in 
1930 to 917,500 in 1936. Thon follows a table showing 
the gradual inercasc and subsequent reduction of the 
Municipal Commissioncr's levy over a period of years. 

It should be pointcd out that to the extent tho services, 
for which these elininatcd levics were imposed, have been 
continucd or increased, the provinec has had to find 

the necessary revenue by increasing taxation or 

reducing controllable expenditurcs, Then, in addition 

to these Fattes° there was The Unoccupicd Land Tax 

which was first imposcd in 1918 for tho purposc of 
supplementing the revenues of the prevince and was 
repealcd as a source of provincial revcnuc in 1931, It 
was further provided in 1936 that upon a municipality 
paying over all moneys collectcd prior to april <0, 18s1, 
the Municipal Commissioncr might rclcase and discharge 
the municipality from liability to account for or pay 
over moneys thercefter collectcd from said levies. Between 
1918 and 1932 the province received the follwwing amounts 
from the Unoccupied Land Tax: 61,184,999.94. The 

amount of revenuc 9$1,184,999.94 was the actual amount of 
receipts not the actual amount levied. Then in addition 
there was an item of $1,193,763.38, which was accumulated 
for rclicf cxtendcd to municipalitics under the Soldicrs' 
Taxation Relicf Act. That debt had to be assumcd by the 
province. Then, there was certain land drainage 
indebtedness owing by land drainage districts which was 
readjusted in the yeqr 1936 and the provinec had to 
assume %1,782,897.19 of the indcbtcdness. In addition 
therc was relicf extended to the drought areas. Thirtcen 
municipelitics had their indebtcdness writtcn off to the 
extent of $1,142,415.00. This was all done for the 


purpose of relicving the burden upon lands, 
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Last ycar the Provinee found it neccssary to reduce 
the general statutory school levy on land by 10 per cent. 
To take its placc the grants to schools were inercased 
by that amount. 

THE CHATRMLN: The general statutory school levy 
docs not come under the Commissionor's asscssment. 
dane general statutory. school levy is—an additonal tax» 
on land. : 

HON. MR. MuaJOK: That is an additional tax on.land, 
yes. It is half past four and I know the commissioners 
have another appointment. If it is agreeable to the 
commissioncrs I shall continuc in the morning. 

THS CHALBWAN: Yes. We shall adjourn now until 


tomorowwat 10.30. 


(The Commission Adjourned 
at 4.30 until 10.30 tomorrow) 
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Law Courts, 
Winnipeg, Manitoba, 
December 1, 19577" 


MORNING SESSION 


——-— 


The Commission met at 10.30 a.m. 

HON. MR. MAJOR: At the adjournment, my Lord, we 
were at page 16 of Part VI of Manitoba's submission. I was 
dealing with the annual grants for schools and relief: : 

*In 1937 the province reduced the general 
statutory school levy on land by 10 per cent and 
increased grants to schools by a like amount." 

I might say that under our Public Schools Act the council 
of the municipality is required to make a general levy on 
the land in the municipality for an amount equivalent to 
so much per day for two hundred days. 

THE CHAIRMAN: Under your law are they bound to con- 
tinue to levy and pay over to the school board regardless 
of whether they are able to collect the tax or not? 

HON. wr. MATOR: They are reguired by the law to pay 
it over, but seldom is the full amount required by the school 
trustees paid over, and there is a large amount of accumulat- 
ed arrears which have not been collected and consequently 
have not been paid over to the school districts. 

THE CHAIRMAN: In some of the briefs that are to come 
before us later, complaint is made by some municipalities that 
one of their. difficulties in maintaining their services 
which they are themsdves bound to maintain is that they are 
required to pay over to the school board and some other 
bodies the monies that are levied, even though they are not 
collected. Have you any view on that, whether it is fair 
or unfair to the municipalities? 

HON. MR. MAJOR: Under the statute the school board 
has power to sue a municipality that refuses to pay over the 


ainounts required of it. The question of whether it is 
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fair or unfair is quite pertinent. 

THE CHAIRMAN: The same situation exists in Ontario, 
and I know it causes complaint there too. 

HON. MR. MAJOR: Yes. 

THE CHATRMAN: I have no information on it one way 
or the other, but as the complaint is raised in some of the 
briefs to come before us later from municipalities, I 
wondered if you as minister in charge of municipal affairs 
had given consideration to that and could throw any light 
upon it. 

HON. MR. MAJOR: A school board is a spending body, 
but it is not a tax-raising body. Under the Act it makes 
a demand on the rural municipality, and the municipality is 
bound by the Act to levy and pay over the tax, and power 
is given to the school board to sue. In other words the 
council of the municipality, the body responsible to the 
people for the raising of taxation, has no emtrol or power 
over the monies that the school board requires for the 
administration of the schools in the municipality. 

THE CHAIRMAN: As head of the department of Munici- 
pal Affairs can you tell us whether in your opinion any in- 
justice has arisen inthe administration of the law in this 
province due to that fact? 

HON. MR. MAJOR: I would not like to say that there 
has been any injustice done, except if there has been any 
injustice done at all it has been to the schools and to the 
school teachers. I do not think tho school districts, with 
very few exceptions anyway, ask for an unreasonable sum of 
money to conduct the necessary educational services. The 
difficulty arises, of course, fromthe inability of the 
rural municipal councils to collect the money that is required, 
and that is due to the inability of the taxpayer to pay. 
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levy of so much per teacher per annum. In addition there is 
a special levy. In cases where a school district is unable 
to balance its budget with the grant made from the govern- 
ment and the genagal levy that I have mentioned, then it 
asks the rural municipality to levy an amount to make up 
the deficit, and that is done by means of a special levy. 
Turning to the brief again, I next deal with certain 
groups of local government units, and we propose to make 
brief reference to the problems that particularly affect 
specific groups of local government units. I will deal 
first with the rural municipalities, which a»pears at the 
bottom of page 16 of the brief: 
*" Rural Municipalities 
In 1936 the 112 rural municipalities in vanie 
toba had unmatured capital liabilities of 
*6,667,870,50, with total sinking funds having 
a book value of$46,450.18-- 
That is a book value: 
" --and a total net immediate cash deficit, 
that is total current liabilities, including 
matured capital liabilities and sinking fund 
deficits less cash on hand, of $4,818,934.00. 
Total assessments were reduced from $239,487,250.00 
in 1930 to $200,692,686.00 in 1936. Their net live asses- 
sment in 1936 was only $182,759,401.00. The 
1936 tax levy amounted to $5,091,418.01. In 
spite of the reduction in uncontrollable school 
levies, the percentage of uncontrollable expense 
to total expensé in 1936 was 55.71 per cent. 
THE CHATRMAN: You mean by “uncontrollable"™ the debt 
service? 
HON. MR. MAJOR: Yes, the debt service, scl.ool levies, 


and so forth, over which they have no control. To continue: 
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"Tax arrears of rural municipalities amounted 
Te WPORS2 7767 26. The operating loss-in 1936 
of 38 rural municipalities, amounting to $399,108.28 
was distributed as follows: 
Drought Area Municipalities (15) $254,614.60 
Sub-Marginel Municipalities (13) 97,112.19 
Others (10) 47,981.49 
3399 ,108.28 
Between 1930 and 1936 tax levies were reduced by 
$2),174 ,9de.755 and tax arrears had increased: by 
S2,290,014.02, which included approximately 
‘1,000,000 of arrears of drainage levies." 

THE CHAIRMAN: Of course, one understands the difficul- 
ties of the municipalities in the drought areas, but how about 
the position of the rural municipalities in the portions of 
the province which had reasonably good crops? 

EON. MR. MAJOR: In a@ number of municipalities I am 
happy to say that the councils have realized the problems 
with which they were faced and have done their utmost in 
effecting economies, and many of them are now on a cash basis. 
In that respect their vosition has improved although their 
services, of course, have been very seriously impaired. They 
have been unable to maintain the serwices they are expected to 
maintain. 

THE CHAIRMAN: Has the control which the department 
exercises over borrowilix, vy the municipelities resulted in 
the debenture debt being kept within reasonable limits in 
these municipalities? 

HON. MR. MAJOR: That is our opinion, my Lord. I 
think there has been very little increase in the debenture 
debt for some time, unless it be in the borrowings for un- 
employment relief. 


THE CHAIRMAN: The current liabilities seem very 
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large. Is that because they run behind without fresh oe 
benture borrowing? 

HON. MR. MAJOR: No, I would not say they have been 
running behind without fresh debenture borrowing. I would 
say it was simply because of their inability to collect 
money from the taxpayers to meet obligations they have to 
meet. 

THE CHAIRMAN: Thank you. 

HON. MR. MAJOR: Turning again to the brief: 

“yhile rural municipalities have made ee 
ductions in expenditures, these reductions have 
been made at the expense of essential services. 
A comparison of the distribution of the total 
expense of rural municipalities for the years 


1981 and 1936 is as follows: 


Purpose 1931 1936 
Education $2,716,264.34 $1,797,445.49 
Public Works 1,050, Cd0e07 1,059,645.42 
Social Services 255,796.74 560,212.78 
All other purposes 1,755,536.18 1,864, 948.59 

Total eee ead eee ee 


$5 ,763,255.15)  . $5;282;252.28 
THE CHAIRMAN: Has the reduced expenditure for educa- 


tion come principally out of school teacher&' salaries? 


HON. MR. MAJOR: A very large proportion has, my 
Lord, as I mention later on. It will be noticed that a 
very large increase has taken phace in the expenditure for 
social pupposes betwean 1951 and 1936. 

THE CHAIRMAN: Are these services which are imposed 
upon the municipality by the provincial legislature? 

HON. MR. MAJOR: It is largely the share of unemploy- 
ment relief costs. 


THE CHAIRMAN: ‘shat percentage of the costs of unen- 
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ployment relief do you require the municipalities to pro- 
vide? 

HON. MR. MAJOR: It varies to some extent. For ins- 
tance, in one municipality in the vicinity of ‘innipeg 
the government has to pay all the costs of unemployment 
relief, but in the majority of municipalities I think 
the proportion to be paid by the rural municipalities is 
about one-third, from 28 per cent to 33 1/3 per cent. 

THE CHAIRMAN: All the other services are mintained 
at the same standard except education? 

HON. MR. MAJOR: Emeept education, yes, but in the 
last five years considerable development work in the build- 
ing of roads and the maintenance of roads has had to be 
left undone They have not been able to spend anymore in 1936 
than in 1931. 

Turning to the brief again: 

"A decreasing base of taxation, the acecumula- 
tion of tax arrears, the substantial reduction 
in expenditures for education, and the increas- 
ing cost of social services, are the outstand- 
ing.t 6atures of rural municipal finance. in 
some of the municipalities in the sub-marginal 
areas some adjustments of capital debt may be 
necessary, and the future of the drought area 
will depend principally on moisture conditions. 
Rural municipalities apart from the sub-marginal 
and drought areas have been able to maintain their 
position to some degree only by the dgastic cur- 
tailment of services that must ultimately be 
resumed and that will impose an additional 
burden on future revenues, which, it is evi- 
dent from past experience, will prove unequal 
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drought areas, their share of the cost of edu- 

cation and social services mast be brought 

MmOre. 2h LIneswive their ability to pay. 

At the bottom of page 17 of the brief and continued on the 
next page is a summary of a study made by Professor Grant 
of the rural municipalities of Manitoba. It shows the 
assessment per farm acre, as compared with the assessment 
per improved acre; the total tax imposed per farm acre; 
the total tax imposed per imppoved acre; the total muni- 
cipal taxes collected per farm acre, as compared with the 
total municipal taxes collected per improved acre. 

THE CHAIRMAN: Just read those paragraphs, please. 

HON. MR. MAJOR: Certainly: 

" Assessment per Farm Fee boats total woes 
ssment divided by the number of farm azrres in the 
municipality yields the following results. The av- 
erage assessment per farm acre for rural municipali- 
ties of Manitoda is $13.47. The range is from 
$27.94 to $41.19. There are twenty-seven municipalities 
in which the assessment per farm acre is less than 
$10.00 and nine municipalities in which the assessment 
per farm acre is over $20.007 

The rest varies between $10 and $20: 

"Assessment per Improved Acre.--The assessment 
per improved acre is more indicative of the ability to 
pay because it relates the intensity of cultivation 
to assessments, The average assessment per improved 
acre is $25.91 and the range is from $57.90 to $12.66. 
There are nine municipalities which have an assessment 
per improved acre of under $15,00 and sixteen with an 
assessment over $30.00." 

Now we come to the total tax imposed per farm acre: 


“Total Tax imposed per Farm Acre.--The average 
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of total taxes imposed per farm acre is 32 cents. 
The ranges is from 77 cents to 18 cents. There are 
seven municipalities which impose taxes of under 20 
cents per farm acre and twenty which impose taxes of 
over 40 cents per farm acre. 

Total Tax Imposed per Improved Acro.--The average 
total tax imposed per improved acre is 73 cents. Taxes 
range from $3.93 down to 26 cents per acre. Forty-eight 
municipalities impose less than 50 cents and sixteen 
over $1.00 per improved acre¥ 

Now I deal with the total municipal taxes collected per 
farm acre. The one before dealt with the total tax imposed. 
Now we deal with the total tax collected: 

" Total Municipal Taxes 6ollected per Farm 
Acre.--The average under this heading is 27 cents per 
acre, with a range from 75 cents to 8 cents. Twelve 
municipalities collect less than 15 cents per farm 
acre and nine collect over 45 cents per farm acre." 

The next paragraph gives the taxes ecolloectcd pcr improved 
acre: 

"Total Municipal Taxes Collected per Improved 
Acre.--Taxes collected per improved acre average 
57 cents. The range is from $2.59 to 11 cents. There 
are tienty-one municipalities which have a tax income 
of less than 30 cents per improved acre and twenty- 
eight which collect over 60 cents per improved aCree” 

The next item is tax arrears per farm acre: 

"Unpaid taxes average 45 cents per acre for the 
rural municipalities of Manitoba. The highest tax 
d@elinquency per farm acre is 1.52 and the lowest is 
16 cents. There afe fourteen municipalities in which 
tax arrears are under 25 cents and thirty-one muni- 
cipalities in which they are over 50 cents per farm 
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Tax Arrears per Improved ered eens average for 
the province is $1.05 and the range from $7.60 to 
42 cents. In twenty-eight municipalities tax arrears 
per improved acre are under 50 cents, while in thirty- 
one municipalities they are over $1.00." 
The next is the Villages and Towns group: 

"In 1936 the 53 v@llages and towns in Manitoba, 
including the municipal district of Flin Flon, had un- 
matured capital liabilities of $3,050,027.63, with 
total sinking funds having a book value of $462,885.16 
and a total net immediate cash deficit, including 
matured capital liabilities and sknking fund deficits, 
of $469,452.00" 

THE CHAIRMAN: I notice you say “unmatured capital 
liabilities". 
HON. MR. MAJOR: Yes. 
THE CHAIRMAN: Does that mean debenture debt, or is 
there some other form of obligation unmatured? 
FON. MR. MAJOR: I think that is the unmatured deben- 
ture debt. To continue: 
| "Total assessments were reduced from $31,123,658. 
in 1930 to $29,778,379.00 in 1956. Their net live see 
sessment in 1936 was $27,003,088.00. The 1936 tax 
levy amounted to $1,234,557.71. In spite of the 
reduction in uncontrollable school levies, the per- 
centage of uncontrollable expense to to&&él expense was 
51.09 per cent. Between 1930 and 1936 tax levies were 
reduced by $63.863.58 and tax arrears increased by 
$627,669.10. The operating loss of 30 towns and 
villages in 1936 was $59,401.54. <A comparison of 
the distribution of the total expense for tovms and 


willages for the years 1931 and 1936 is as follows: 
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Purpose 19Si 1936 
Education $O1L9,033.66 3443 ,939.34 
Public Works 226,455.28 160 ,646 ,54 
Social Services 84,376.50 153,500.93 
All other pur- _630,075.63 092,022.52 
poses 
$1,459 ,941.07 $1,550 ,609.33 


THE CHAIRMAN: You have not any figures as to the number 
of municipalities which are balancing théir budgets? 

HON. MR. MAJOR: Yes, we have that here, my Lord. 

THE CHAIRMAN: Shall we come to that later? 

HON. MR. MAJOR: We have that among the records, but 
we have not put it in the brief. I can have a statement 
prepared for you. 

THE CHAIRMAN: I mean approximately, just to get a 
general idea of the situation. 

MR. R. M. FISHER (Deputy Municipal Commissioner, Man): 
iewiil go over to the office, my Lord, and get a statement of 
cnet tor cach member of the Commission, if you. so desire. I 
furnished Mr. Skelton yesterday with 25 copies, but unfortunate- 
ly he took them down to the hotel. 

THE CHAIRMAN: I just wanted to get a general idea how 
far your municipalities, rural and cities and towns, were now 
balancing their budgets. 

HON. MR. BRACKEN: Over helf of them are balancing their 
budgets. 

HON. MR. MAJOR: Considerably over half of the rural 
municipalities. I heve a statement here issued by the 
Municipal Commissioner's Depertment, dated July 1, 1957, 
which shows that of 112 rural municipalities, 26 were operating 
on e cash basis in 1931, 25 in 1932, 87 in 1933, 89 in 1954, 
in 1935, and that had increased to 74 in 1956. That is, 


out of a totel of 112 rural municipalities 74 were operating 
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on a cash basis in 1936. As far as the Villages are con- 
cerned, out of a total of 22 villages, 5 were ona cash 
Peatooin 105t, 15 in 19oe, 17 in 1935, 16 in 1934, 70 40 
1935, and 9 in 1956. Of 31 towns, 9 were operating on 
perch basis in 1951, 12 in.2932, 19 in 1933, 14 in 1954, 
f> in 1955, and 14 in 1936. 

THE CHAIRMAN: The rural municipalities, then, are 
doing better relatively than the villages and towns? 

HON. MR. MAJOR: They are making a terrific effort 
to get on a cash basis, but as I have said, it is at the 
sacrifice of education and other services. 

THE CHAIRMAN: The percentage of rural municipalities 
operating on a cash basis is much higher then the percentage 
for the villages or towns? 

HON. MR. MAJOR: Yes, my Lord. 

THE CHAIRMAN: Does that arise from the fact that 
there is more relief in the villages and towns? I was 
just wondering about that. 

HON. MR. MAJOR: Oh, undoubtedly, but it has been 
at the cost of starving services. There is one other group 
of municipalities operating on a cash basis, the suburban 
municipalities of which there are five. One of them was 
operating on a cash basis in 1931, 1 in 1932, none in 296, 
none in 1934, one in 1935, and one in £9356". IT have not 
dealt with the cities there, my Lord. 

THE CUAIRMAN: The cities are not given on that 
statement? 

HON. MR. MAJOR: We deal with the City of Winnibeg 
in this Bree. but we have not the statistics for the other 
cities. Turning to the brief again, on page Lo: 

| A decreasing tax base, the accumulation of 
tax arrears, the substantial reduction in expend- 


itures for education, the failure to adequately main- 
tein 
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public works, and the increasing cost of social services 
are the more important features of the finances of towns 
and villages." 

I deal next with the Town of Transsona: 

"The town of Transcone in 1936 had unmatured 
capital liabilities of $1,069,964.77, with a sinking fund 
of $394.67 and an immediate cash deficit of $164,350.21. 

Its total assessment in 1930 was $2,049,290.000 and in 
1936 $2,060,890.00. Its net live assessment in 1936 
was $1,910,890,000. The 1936 tax levy amounted to 
$129,668.15. Between 1930 and 1936 tax levies were 
reduced by $7,477.51 and tax arrears increased by 
$68,301.58. It is interesting to note that in 1936 
the tetai unmatured capital liabilities and immediate 
cash deficit amounted to $1,234,314.98 and the total tax 
arrears to $1,245,001.64, while the total net live as- 
sessment was only $1,910,890.000. Transcona has de- 
faulted in the payment of capital debt. The observations 
hereinafter made with reference to suburban municipali- 
ties apply with equal force to the town of Transcona." 

Transcona is a town which is called a railway town. It 
has the Canadian National Railway shops there, and the ma- 
jority of those employees live in Transcona and have been 
working on short time, and consequently their ability to 
pay taxes has bean very very seriously reduced: indeed it 
has gone to the vanishing point in many cases, which exs 
plains the difficulties of the town of Transcona, 

Next I deal with the Suburban group. I might say 
that the Suburaan group comprises the rural municipalities 
Which adjoin . the City of VJinnipeg: 

"Tn 1936 the five suburban municipalities had 
unmatured capital liabilities of $8,025,431.28 with to- 
tal sinking funds having a book value of $533,574.91 


and a total net immediate cash deficit, including 
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matured debentures and sinking fund deficits, of 
$2,382,145.87. Total assessments were reduced from 
$18,391,486.00 in 1930 to $15,212,665s,00 in 1936. 
The net live assessment in 1936 was $14,044,580.000. 
Tax levies for 1936 totalled $1,170,086.93. Applied 
to the live assessment this levy would give a composite 
rate of 83.31 mills. The net Ponecaiaoee 
The word "net" has been omitted in thebrief: 

"The net percentage of uncontrollabre expanse to tokal 
expense was 64.39 per cent. Operating loss in 1956 
was $119,147.12. Between 1930 and 1936 tax levies 

had been reduced by $19,124.39, and tax arrears had 
been increased by $948,539.07. A comparison of the 
distribution of the total expense for the years 1931 


and 1936 is as follows: 


Purpose | 1931 1936 
Education $385,283.99 $365, 946.48 
Public ‘/orké 81,052.27 74,687.11 
Social Services 77,040.41 267,206.76 
All other purposes 996,106.78 883,217. 37 

Total $1,539,485.45 $1,501 Ga aere 


All these suburbans but one are under financial 
supervision and all have defaulted in the payment 
of capital debt. 

The outstanding features of the financial 
situation of the suburban municipalities are: (1) 
the substantial increase in the cost of relief and 
social services; (2) the heavy capital debt as 
related to assessment; (3) the high tax levy; (4) the 
percentage of expenditure which is uncontrollable; 
(5) the decreasing tax base; (6) the accumulation of 


tax arrears. 


THE CHAIRMAN: Do you say thet all the five have 
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defaulted in the payment of their capital debt andare under 
supervision? Are you proceeding to scek a readjustment of 
the financial position of these municipalities? 

HON. MR. MAJOR: Yes, my Lord. Within the last six 
weeks a readjustment was consummated in one of the subur- 
ban municipalites. 

THE CHAIRMAN: I know that one brief has been filed 
with us from a particular municipality which shows that the 
debenture debt has been in axcess of the total assessabke 
property in the municipality. Of course, that municipality 
can never pay its debt. You are satisfied that you have ad- 
equate machinery in your present municipal Se to deal 
with such a stituat ion? 

HON. MR. MAJOR: We have machinery which is being 
used, but as I mentioned yesterday, and you have expressed 
the same doubt, I cannot say that it is going to be suf- 
ficiently effective to compel creditors to accept any ad- 
justment that may be proposed by the municipality. 

THE CHAIRMAN: The point is directly raised in one 
of the municival briefs that provision should be made 
either by Dominion or provincial legistation to deal 
with such a situation, and I was wondering whether you could 
throw any light on the problem,andhow you hhink it should 
be dealt with. 

HON. MR. MAJOR: ‘Well, we cannot force a municipality 
into bankruptcy. . 

THE CHAIRMAN: There is no provision in the federal 
bankruptcy law, of course, to deal with municipalities. 

HON. MR. MAJOR: No. 

THE CHAIRMAN: Is it clear that the power to deal 
with bankruptcy and insolvency would be broad enough to 


cover an insolvent municipal unit? 


ON. MR. MAJOR: It is not clear with the legislation 
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as it stands to-dav. 

THE CHATRMAN: No, not as it stands to-day. I mean 
you can say that the Dominion parliament would have the 
power to enact the nesessary legislation? 

HON. MR. MAJOR: Yes, 

THE CHAIRMAN: The point has been up in the United 
Stated where the courts held that Congress could not under 
its powers with regard to bankruptcy, provide for the 
liquidation of a municipal unit created by the state. I 
do not know what our owm courts would hold, but it woulda 
appear that there should be some place to deal effectively 
with these municipalities $0 as to put them on a solvent 
basis again, and one or two individual debenture holders 
and creditors shouid not be able to block a settlement which 
the court and the majority of the creditors considered a 
reasonable one. 

HON. MR. MAJOR: Of course, if the federal ppt 
ment attempts to put through legislation which would make 
it possible for municipalities to be put into a bankruptcy 
court, the old question of the constitutional power will 
arise because under the constitution, the municipalities 
are exclusively within provincial jurisdiction. 

THE CHAIRMAN: Quite, and that is the reason I raised 

the point. You are not clear that you have the power? 

HONL MR. MAJOR: I do not think we have the power 
to enable a municipality to become bankrupt. 

THE CHAIRMAN: The power must be somewhere either 
in the Dominion or in the province, for it has been laid 
down repeatedly that the sum total of legislative powers 
lies in the one body or the other. I admit that it appears 

to be a question of very real affficulty, and I did not \ know 


whetheryou could throw any real light upon it. 
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HON. MR. MAJOR: The municipalities have to provide 
the public services which the people demand, and when a 
municipality is detlared bankrupt, where is its power to 

provide such services? I do not know what the effect would 
be. Once you have a bankrupt municipality, it would have 
no power to borrow from a bank or from any other source. 

THE CHAIRMAN: There can be no doubt, I should think’ 
that the provincial government has the power in the case 
of an insolvent municipality to provide that its affairs 
shall be administered by an administrator who would be 
authorized to continue all the municipal services and to 
levy taxes for that purpose. 

HON. MR. MAJDBR: We have power now under our act for 
an administrator to do that thing. Immediately an aarti 
tmator is appointed the municipal council goes out of sae 
istence and remains so until ib is restored by order. 

The council remains, but the supervisor draws up the budget 
and has final authority what shall or shall not go into 
the budget. 

CHE CHAIRMAN: Up to that point your legislation is 
somewhat similar to ours in Ontario, but ours in Ontario 
goes further and gives to the Ontario Municipal Board the 
power to enforce a compulsory compromise of debt if agreed 
to by a certain percentage of the debenture holders or credit- 
ors, and that is the point where theconstitutional question 

arises. 

HON. MR. MAJOR: Our legislation says that such an 
adjustment by the board is binding, but whether we can 
provide for that approval is where the doubt exists. 

THE CHAIRMAN: DO you see any objection from the 
standpoint of the province, assuming that the Dominion 
had the power--I do not say it has because it is a diffi- 


cult question--but do you see any objection to the Dominion 


yy el 
at Soyeg est 


ial ‘ao 


hivow s0uxTe a ol 


| aed Bier ee 


* ; * 


ye 
| AREER. caging “a0 co .2ned.,6 eared eats 8 
od ned erent RAMA, 


i, shorts pivedn Ewe on. 

‘ 

; eamn oie a ae 

i extarve whi fait ghivors | a 


ad Dibsh new cotartetatabe ae va ura tenets pee 


Gy nee eon tvted Lagcots 


~ oBagéuY vous ‘go% Benes Yv¥e. 


ae 


—ginithbs 08 vloyadcbomnd #402 
mee ~ ate att 2 
’ q 
= SY _s rY Pe we Lo iB . r 
e£OREC ati BE ~ 
geebed efF gl swesh ros tirtegive 
ar im vo EAMG 5 Pas 5 


Bt oOdareLe caret 
oe a Lave 


- or] _ 
ig re Tae fait it) 25H he Let wel wie 
nae. ee heh 26 wee soon i 


5 tee te ff. 
= SEOs 


LP | TUS. re p en Ff 


t 
oi had 


@ 
PaeD 
' 
‘ 
‘3 
- 


P£PEnOHons S20 
Peas é ey es 


Ae foe 
Abs sw we Lene ome sai oer eat LG 


atReey seni: oid oe cosh « 


efit 


Nino silt, a edt. Batoress 


ne qauagyn men ot: 


eee ais Ane Y thownenyon tatamtvony § 
co ileg tesa fooxinad 


’ aie 
Pe Se 


, 4 

4 s(t Ae Me’ ig 3A ¢ ( a e 

1.28 SHO- TORO Ae “aay eV a BP 
SAY ge ' Sy Wy; a, ‘) i 2 it _ > 


issu 0@ Ganeet bes genedas 
9 #2 UA sok BST Ligesge odd 
| tay ytteodtie Jagre aed Oem 


a ago me Speimb fasion 


d? of BOveh bom seibtyot se0g 


, Sita =tPe ln i hl 


ai fasoggas tage sot ablvoug 


ous ao hineg de. Yas psa 
i - - ’ 4 co + . 


ie? edt. of eke sename ve, ops, uny 9b eer 


iar 


gastsy f. evel t 


wna el Day 


iw at 


a bun 
Sa 


tis nasa dyes of roe a0 4 2 


sal 


ne Lal me ‘APA 
ob ‘od sotentatoeate. > 


he satouan ee soe? 


wae 


¢ 


; sfonbed ont 
:aMerEARD ae 


é ie 


= i 
Fy. eh LA Moree 
ee . 


potatns bit teem: 
yt os 


3aTGon TOG AEBisey | 


tahog aft of Uady Bne hee 
| 208 Pts 
COTA fi OR 
, of biaod amt yd toons uh bo 
voy, OG AM EALS. a r 
son bvoty aif - on teghnad 


%ee. 704,°7 innseveg off 4 Fi 


270 


parliament enacting legislation which would extend to muni 
cipalities provisions somewhat similar to those of the 
Companies Creditors Arrangement Act-- 

HON. MR. MAJORS: Farmers Creditors Arrangement 
Act? 

THE CHAIRMAN: No, Companies Creditors Arrangement 
Act, under which, as you are aware, a compamy that finds 
itself unable to meet its obligations in full may submit 
to its bondholders and stockholders a scheme for the re- 
organization of its affairs, and if that scheme is approved 
by a certain percentage of the holddrs of these securities, 
it may be submitted to the court, and if the scheme is gust 
and reasonable the court may approve. All parties have 
the opportunity to be heard, and then if the court a@ proves, 
the agreement becomes binding on al. 

HON. MR. MAJOR: That may provide ah avenue for the 
municipality to get rid of same of its indebtedness. 

THE CHAIRMAN: I only raise the point, and I would 
be glad if you would give it some thought, 

HON. MR. MAJOR: It is worthy of consideration, 
my Lord. 

THE CHAIRMAN: The question of who should legislate 
upon it is raised in some of the municipal briefs, and we 
would like all the help we could get on the matter. 

HON. MR. MAJOR: Yes, my lord, .if I may proceed naw 

with the btief I deal next with Cities: 

"Tt has already been explained that the finan- 
cial statements of the four cities in Manitoba are 
compiled by their respective auditors and consequently 
are not uniform in character. Therefore, there is not 
available to the government the same comparative 
detailed statistics as for the other municipalities of 


the province whose accounts are audited by provincial 
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municipal auditors. Any statistics or statements sub- 
mitted herein on behalf of the cities generally or on 
behalf of the city of Winnipeg are based on information 
furnished at various times to the Department of Munici- 
pal affairs, and are subject to correction if inaccurate 
in any particular. 

In 1936 the four cities of Manitoba had unmatured 
capital liabilities amounting to 679 ,580,839.99, with 
total sinking funds having a book value Of SST soc6soolsau, 
and a total net immediate cash deficit of S11 ,863 ,862.935. 
Their total assessments in 1950 were 274,691,655 as against 
Soolk,oor sous If 1936. Their total net live assessment in 
1936 was $223,098,485.00. Revised figures show that the 
total of their tax arrears in 1930 was 312,458,558.72, 
as against $17,640,702.81 in 1956. Their total tax levies - 
in 1930 were $12,341,577.51, and in 1936, $10,558,625.66. 

Like the other municipalities in Manitoba, the main 
source of revenue for the cities is the tax on land; business 
tax and licenses make up the balance. During recent years 
the tax base of the cities has been materially decreased 
because of lands reverting to the cities through tax 
delinquency. 

Undoubtedly the greatest single problem for the 
cities is that of unemployment relief. In 1936 the ex- 
penditure of the cities of Manitoba for this purpose was 
approximately ol ,758,000. Except for some relief works 
Brandon, Portage, and St. Boniface have been attempting 
to finance unemployment relief as a current expenditufe. 
St. Boniface and brandon have peen compelled to default, 
and are under financial supervision. Owing to their 
financial difficulties, the cities have been unable to 
serious impair- 


properly maintain their public works and 


ment has resulted." 
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THE CHAIRMAN: Are you able to say, speaking broadly, 
whether the municipalities if relieved of their obligations 
for unemployment relief would be able to carry themselves 
on the present basis ? 

HON. MR. MAJOR: I would not say that, I do not 
think they could. 

THE CHAIRMAN: You do not think they need 

HON. MR. MAJOR: No. I donot think the removal of 
the entire unemployment relief obligation would permit 
the cities I have mentioned to operaté on a cash basis 
and provide the services that are required of them. 

THE CHAIRMAN: Well, we will no doubt come to your 
suggestions. 

HON. MR. MAJOR: Yes, they will mme later on. I 
deal next particularly with the City of ‘Jinnipeg. 

City of Winnipeg 
The 1936 census gave the city of Winnipeg 
a population of 215,814 as against a total 
municipal population for the rest of the province 


of 432,234. 
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In other words, one-third of the people living 
in organized municipalities in Manitoba live in the city 
of Winnipeg. It is considered advisable therefore to 
make some brief special reference to the financial problems 
of the city of jJinnipeg. 

The funded and to be funded debt of the city of 
Winnipeg as at December 31, 1936, was $71,651,838.28 
against which there was a total sinking fund having a 
book value of $32,817,949.77. Its immediate cash deficit 
amounted to $6,977,357. The total assessment for 1930 
was 3245,528,303, and for 1936 $207,326,865.50. The 
total tax imposed in 1930 was $10,771,456.31 and in 1936 
$9,255 ,924.08. The total tax arrears in 1930 amounted to 
~8,242,818.89 and in 1936 to $12,047,393.47. 

THE CHAIRMAN: ‘The question of book values comes in 
frequently. Are you going to hand to the Commission a 
memorandum on actual values? It might not be desirable 
to discuss that in public. 

HON. MR. MAJOR: I am sure, Mr. Chairman you can 
readily get that information fromthe city of Winnipeg; 
they will be able to present it in their brief. So-far as 
Other rural municipalities and cities are concerned, we will 
do our best to secure the information you desire. 

I have just referred to the total tax arrears in 1930 as 
compared with 1936. 

THE CHAIRMAN: That is, the portion of arrears in 
respect of which they have not taken title to property. 

HON. MR. MAJOR: I believe that is the case here. 

THE CHAIRMAN:I would assume that that figure with 
respect to arrears would not include arrears in respect of 
property to which they had taken title. 

HON.MR. MAJOR: My lord, I am rather inclined to 


think it does include taxes that are unpaid, taxes for 
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land was sold and title not secured, and langg sold for 
taxes and title secured. 

THE CHAIRMAN: Of course, when the land has been 
sold and the title secured, for all practical purposes 
it passes out of the category of arrears; the city has 
the land as assets. 

HON. MR. MAJOR: Yes. Like other municipalities in 
Manitoba, the main source of revenue of the city of 
Winnipeg is the tax on real estate. This base of taxation 
has been materially reduced during recent years because 
of numerous successful appeals for lowered assessments 
and because of property acquired by the city through tax 
Sale proceedings. In 1936 it was estimated that over 34 
per cent of the area of the city was owned by the city 
because of tax delinguency. It mav be pointed out that it 
is not altogether unimproved property that has come into 
the hands of the city, as it has acquired some eighty 
commercial buildinzs and over one nundred dwellings. 

In addition to sale for taxes, business blocks and large 
private dwellings have been torn down to escape the annual 
charge for taxation. There seems no doubt that the burden 
of real estate taxation has hampered the normal development 
Or tie city. 

Coming now to the burden of unemployment relief, in 
1936 Winnipeg's share of such relief was 31,604,040.21. The 
city had been unable to provide for relief expenditures in 
its current budget. In 1936 the funded and borrowed 
relief debt of the city was }7,809,170.72. In the 1957 
budget there is an item for charges on the funded relief debt 
of $401,082.64. The funding of relief expenditures cannot 
be justified, but it became necessary because there was no 


other alternative. Any substantial increase in taxation will 
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only accelerate the operation of the law of diminishing 
returns, The power of the city to borrow for current 
purposes has been exhausted, and its bankers have insisted 
that the current overdraft of the city be substantially 
reduced. In addition, the city has been unable to ade- 
quately maintain its public works, and substantial losses 
are occurring annually through the deterioration of these 
assets. 

If the city of Winnipeg is to remain financially 
solvent its expenditures must be reduced through tue 
elimination of the burden of unemployment relief and some 
reduction in the cost of social services. 

I come now to school districts. ‘Some incidental 
reference has already been made to the financial problems 
of school districts in considering finances of municipalities. 
At June 30, 1936, the debenture debt of school districts, 
including the sums due and unpaid, amounted to $14,890,077.37 
with sinking funcs naving a book value of $4,973,026.42. 
The immediate cash deficit of all school districts was 
43 377,005.95. Statistics for municipalities other than 
cities show over $1,000,000 less in expenses for education 
in 1936 than in 1931. Figures furnished by the Department 
of Baucztion for all school districts snow that receipts 
from local taxation in 1936 were over %2;000,000 less than 
they were in 1931. 

School districts, like municipalities, show a revenue 
peak in 1922-25. In 1923 thers were 2,106 districts, 3,956 
teachers, a schoo? population of 142,369, and receipts from 
local taxation of $8,173,986.21, while in 1956 there were 
2,270 districts, 4,406 teachers, 4 ghool population of 
142,482, and receipts from local taxation of $35,635,475.27. 


THE CHAIRMAN: There is a substantial increase in the 
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number of school teachers and some increase in the number 


of school districts. Is there any explanation of that? 

HON. MR. MAJOR: The provincial treasurer in 
his brief will deal with that matter. 

For the year ending June 30, 1937, it is estimated 
there were 868 school teachers in Manitoba in receipt of a 
salary under $500 per annum. These represent 20 per cent 
of the total teaching force of the province and 42 per 
cent of the rural teaching staff. School inspectors 
report rapid deterioration in school buildings owing to 
inability to finance repairs. They also report deficient 
equipment in a large number of schools. At the present 
time, mainly for financial reasons, 237 schod districts 
are being administered by official trustees, and these 
districts have besn operated on the average of only 160 
days yearly. 

In dealing with the municipal financial situation, 
it was submitted that land, the main source of municipal 
taxation, could not bear any further burden of taxation. 
As municipal taxation of schools is the main source of 
school district revenue, it is evident that an increase of 
the shool tax on land is not a solution. 

If reasonable educational services for the children 
in the marginal and sub-marginal areas of the province are 
to be provided, if adequate salaries are to be paid 
teachers in rural Manitoba, if a reasonable standard of 
school buildings and equipment is to be maintained, there 
must be substantial increase in tas grants-in-aid to 
education. In addition, if the educational curriculum in 
rural Manitoba is to be extended and adapted to meet the 
needs of the rural children, and provide a programme 
of practical work comparable to that offered to the 


children in the cities, additional revenues for increased 
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teaching staff. equipment, 


é 


and possibly transportation 
are urgently needed. 

Our general summary foliows;: 

The purpose of this brief submitted to the Commission 
by the Government on behalf of the municipalities and 
school districts in Manitoba is: 

1. To outline the administrative system of local 
government in the province and the financial relations 
between the province, municipalities, and school districts. 

2. On the basis of the financial statistics, 
included in or submitted with this brief, to draw the 
attention of the Commission to certain financial problems 
that generaliy affect all municipalities and school 
districts, and indicate the extent of the financial aid 
given by the province to local governments. 

3. To briefly analyze the particular financial 
problems of rural municipalities, towns and villages, 
suburbans, cities, and school districts. 

THE CHAIRMAN: We should like to ask certain questions 
arising out of the briefs filed by the municipalities, and 
if you would rather have us ask those questions after 
the municipalities have put in their case we can defer 
them. Perhaps however you would prefer to have us ask 
those questions now. 

HON. MR. MAJOR: I have not had an opportunity of 
reading these briefs and I should prefer to have the 
questions directed to me after the briefs have been pre- 
sented. 

THE CHAIRMAN: Very well. I take it that Mr. Garson 
will now present his part of the case. 

MR. GARSON: I am ready, my lord. 

THE CHAIRMAN: This being a very important part of 
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the case, we want Mr. Garson to take whetever time he 
considers necessary. 

HON. MR. BRACKEN: I am glad to hear you make that 
sugestion, Mr. Chairman, because we do feel that this 
is an important part of Manitoba's case, and Mr, Garson 
will be going into many matters in great detail. Anything 
said after to-day will be more or less of a general character, 
so that we should like Mr. Garson at this stage to have as 
much time as he deems indispensable to the adequate. 
presentation of this part of our case. Incidentally, may 
I suggest that you do not be too hard on him because he is 
to-day celebrating his thirty-ninth birthday. 

THE CHAIRMAN: We congratulate him and hope that he 
will look as well when he comes to celebrate his double 
anniverse zy. 


PAR? VEL 
ANALYSIS OF MANITOBA'S TREASURY PROBLEM 


HON. STUART GARSON: Before I proceed, Mr. Chairman, 
may I thank you for your kind reference to myself. With 
7our permission I should like to file Part VII. 


EXHIBIT No. 7: Analysis of Manitoba's 
Treasury Problem. 


HON. MR. GARSON: The title of this part of the 
case is: "Analysis of Manitoba's Treasury Problem. The 
intended design of the Dominion -Provincial -financial 
relationships created by Confederation." 

The finaneial nesotiations at the Quebec Conference 
which laid the basis for the financial arrangements of the 
British North America Act were conducted under the super- 
vision of the Honourable Alexander T. Galt, Minister of 
Finance for the United Provinces f Upper and Lower Canada, 


In a speech delivered by him at Sherbrooke on November 23, 
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1864, we find a full and clear statement of the ideas 
which lay behind the financial settlement set out in the 
Quebec Resolution, and particulary as to ths basis on which 
the subsidies of the provinces were ~wiginally determined. 
We will shortly quote a portion of this address which 
deals with the financial position of the provinces, in 
order to stress the point that the subsidies payable 
to the provinces had a distinct relation to the limited 
powers which the provinces were expected to exercise, and 
a distinct relation to the restricted sources of revenue 
which were to be retained by them under the proposed terms 
of federal constitution. 

In the next two paragraphs I review very »bricfly 
the terms of the financial plan, which I do not think it 
is necessary to read. On pages 2 and 3 and in a few lines 
at the top of page four I have included a rather full 
quotation from the speech delivered by the Honourable Mr. 
Galt. The reason for setting it out so extensively is 
to make it quite clear that in the light of its whole 
text the language of the Honourable Mr.Galt to which 
reference is made later in the brief, legitimately bears 
the meaning which we have ascribed to it. Theres are, 
however, certain parts of the quotation that I would deal 
with specifically. First of all I would refer the 
Commission to the first few lines -- several lines in fact-- 
in which the speaker defines as it were the term ocaL 
expenditures". These are nis words: 

. * Now it was necessary to provide by some means 
for maintaining certain local expenditures of the 
various provinces. There were the public works 
to be kept in order, the educational institutions 


to be maintained, the systems of civil law to be 
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administered, and there were a variety of other 
claims to be attended to, which would naturally 
suggest themselves at once to any one who reflected 
on the subject. For this purpose, it was found 
necessary to assign them certain local revenues, 
of which the territorial revenues formed the bulk." 
The next selection appears a little lower down on 
the page and reads as follows, dealing with the nature of 
the local machinery that was to be set up: 
t Now one objection to Confederation was made on 
the ground of expense, and in order to meet this, 
every effort had been made to reduce the cost of 
the local governments, so that the local machinery 
should be as little costly as possible, for it 
would not do to affront the intelligence of the 
people, and tell them we had devised an expensive 
kind of machinery to do a very insignificant 
amount of work." 
In the next few sentences the true inwardness of 
that last remark is made apoarent: 
Ms The gentlemen from the Lower Provinces 
had been asked what reductions they could make 
in the government & the several colonies, and the 
figures he was about to give would be most satis- 
factory as showing the disposition of those sentlemen, 
who had reduced their requirements to the lowest sum. 
In her estimate of outlay for 1864 for objects 
of local character the province of Nova Scotia 
had provided for an expenditure of no less than 
4667,000 but had undertaken to perform the saille 
service in future under a Confederation for $371,000, 


or a reduction of 40 per cent." 


| 
¢ 
| 


hauet esv $b 


| weuteres LAsod- 4 


Tha 


" Sid. oiig- 


iwrob 


Setoeitet ct eho Yas cr 


SaWe f, 


oie i 


i | » ti 
ne Ry 
‘ : ¢ * reve 
od Aria, i he : j 
@) 
4 
3 
mt oO & 
J 4 Z 
ane 
: ' 
‘ | % 
veh 4 
Oly, ee i 
. 
Ft + 
ree Va 
f ‘ Bie. 4 te 
a nn, ‘ 
‘ y ] = a 2 od 
e Vp ee © 8onlve 
« 
5 iy we i 
ir vo yt 
+ ~ 
7 OvTcs Og fre 


teito. To Whotiex e etew sTedt Bae 
Ti istinhia Aivnw ‘do lit 


gSEOLTIIE S45 


Lesxso 


Beeroty. Suite ve 


at : 
oe dar ee 


. 
vaw Whi 


,OF bebuadts. 
B26 


E: TOF * doetdite 


mesy imises of (TSS 
S8gge Heh eneeR teen sg 


wollé% Bs ‘ebest be @ 


|  fecemse To, havens add 


fobas oxpdut al eoivees 


4 iil 7 
oe eavisemsie 


atvocvinzed eid doLstw % 


ctw raid yietidoen tol 
OBE rdado GLiO wow we 


abe TiS1TS Yreve 


¥ Us de t ine OU 4 Spit 


ih OF Ob Pod Desay 
1 wicé ei (OOG 
} q ba) £ Bre) bike 


= ake 3 agg ol 
c 2 i STems? es 


- 
bet Bar oft 


Sehlvotq 5si 
biel cud 000, ¥A86 


“6G mi~orbet 6 fo 
’ 


283 


In other words, Mr, Chairman and Members of the 
Commission, not only were the functions of the provincial 
governments, as envisaged here, to be confined to 
objects of a local character such as those specified in 
the quotation I have given, but expenditure upon those 
objects was intended to be reduced by as much, in the case 
of Nova Scotia, as forty per cent. 

THE CHAIRMAN: You do not hold out to us any such 
hope or prospect. 

HON. MR. GARSON: Certainly not, Mr.Chairman. 

Mr. Galt goes on to review the proposals to reduce the 
expenditures of other provinces in the same manner. 
The next section I would read begins with the second 
gentence on page 3, which deals with the basis of the 
subsidy. It reads as follows: 

* The outlay of all the provinces being however 

greater than their local revenues it became necessary 

to make provision out of the general fund for 

the purpose of enabling their local legislatures 

to carry on the machinery of government. It was 

proposed to take away from them every source a@ 

revenue they possessed except minor local revenues, 

and then to give them from the puplic chest a 

sufficient snbsidy to enable the macninery to work. 

The estimate was formed on the wents of Nova Scotia. 

It was at first proposed to form it on the wants of 

Nev Brunswick, but these were found greater than 

those of the former, which had consequently 

been taken as the basis. The estimate was that 80 

cents a head on the population of Nova Scotia would 

be sufficient to enable her to work her local systen. 
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Canada, 80 cents a head was considerably more 

than she wanted at the present day, and in the 

case of Lower Canada was at least adequate with 

the present local funds that would become 

available to her, But it was felt that in giving 

a subsidy from the public chest it was impossible 

to draw a distinction between one part of the country 

and another." 

Going directly on from that selection, the next 
sentence opens the portion dealing with the Honourable 
Mr. Galt's conception of direct taxation as a check upon 
extravagance. I quote: 

" But it was not intended to hold out any inducement 

to future extravagance to local governments, 

but it was hoved that by the operation of natural 

causes such a check would be put upon expenditures 

as would bring them down to the lowerst point, or 

at least prevent them from becoming lavish. 

Therefore the subsidy proposed to be given to local 

legislatures was fixed, not at an inereasing rate accord- 

ing to population, but at the rate which existed 

at the census of 1861. By this means, as the 

population inersased, the subsidy world not increase 

with it. Upper and Lower Canada would thus get 

within a fraction of two million dollars, and when F 
their population increased se million instead 
of two and a half, would get no more. If they 
increased their expenses in proportion to the growth 
of population they would be obliged to resort 
to direct taxation; and he thought they might 
trust the people themselves to Keep a sharp 


watch over the local governments lest they should 
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resort to direct taxation. He thought no surer 

check could be put upon them than thus fixing 

the grants they were respectively to receive." 

Following directly after that last mentioned 
quotation, the Honourable Mr. Galt set out certain figures. 
I will not quote them but I would point out to the Members 
of the Commission the effect of those figures. It was 
this. The pre-Confederation composite balanced sheet of 
Upper and Lower Canada, Nova Scotia and New Brunswick, 
showed a surplus of revenues over expenditures of 
$1,722,409, and after the arrangement which is set out in 
these figures -- if carrid into effect -- Confederation 
would have, of that 41,722,000, $1,089,000, and there would 
be left as a surplus to the provinces $632,680. In 
other words, it was proposed that Confederation should 
appropriate about eleven-seventeenthgof the surplus which 
the provinces had previously had, and I suppose the idea 
wag that this would be mads possible by the device which 
has been previously mentioned, of compelling the provinces 
to pay up to 40 per cent less for even objects of a local 
Character which Were Left with thel. Going on ane to 
page 4 -- 

THE CHAIRMAN: Is thers any material given us, 
between the speech of the Honourable Mr. Galt in Sherbrooke 
and his speech on the Confederation resolutions in the 
Canadian Parliament? 

HON. MR. GARSON: No, Mr. Chairman, there is not. 

I read both those speeches and, rightly or wrongly, came 
the conclusion that there was not in the Confederation 
speech as comprehensive and concise a statement of the 
whole plan as this one. Parts of it are of course 


verbatim, but one would have to make selections from the 
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different ones and put them together, and I thought that 
this was a fair sample. Sir A.T.Galt evidently envisaged 
the local government doing what he referred to as an insig~ 
nificant amount of work by an inexpensive kind of machinery 
supported by dominion subsidies, which would not increasg 
according to growth of population but would remain at the 
rate which existed at the censusof 1861. There is a 
footnote to this remark, referring to the legislation 
relating to subsidies. Actually, the arrangement made 
afterwards was slightly different in that Nova Scotia 

and New Brunswick did increase according to population 
until their population reached a certain point and then 
stopped. 

The Fathers of Confederation had in mind certain 
specific, well-known local expenditures for the p rovinces-- 
"public works to be kept in order, the educational 
institutions to be maintained, the systems of civil law 
to be administered" and "a variety of other claims to be 
attended to, which would naturally suggest themselves at 
once to anyone who would reflect upon the subject." The 
only expenditures which it was at that time expected that 
the provinces would be called upon to make were for matters 
which were then well known and within the cognizance of 
anyone "who reflected upon the subject't. No one at the 
time of Confederation contemplated that there would be 
thrown upon the provinces and municipalities vast expendi- 
tures, unforeseen and novel. Consequently no provision 
was made in the financial plan for the large expenditures 
which would be needed therefor. While the provinces were 
given the power of direct taxation, it was intended 
that they would be “obliged” to resort to that power "if 
they increased their expenses in proportion to the growth 


in population.‘ The whole set-up for local government was 
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predicated upon the small amount of local administrative 
work that was to be done by means of simple and 
inexpensive machinery supported by territorial revenuss 
and a fixed subsidy from the dominion zovernment. 
Apparently it was thought that these two sources of revenue 
would be adequate if the duties with which the local 
government was charged were discharged with simplicity 
and economy; and that these two revenues would require 
to be supplemented by direct taxation only under unusual 
Per innscences. Moreover, the idea was that the people 
would keep a "sharp watch over the local governments 
lest they should resort to direct rtaxation 

I come now to the heading "Financial plan of 
Confederation unsound from beginning.‘ The view is held 
by some eminent authorities that this financial plan of 
Confederation was unsound from the very beginning. The 
Honourable Norman McLeod Rogers, writing under the title of 
"A crisis in Federal Finance, in the Canadian Forum in 
November, 1934, stated: -- 

THES CHAIRMAN: I suppose the rule does not obtain 
before this Commission which prevails in the courts, that 
no living author should be quoted as an authority. I 
do not suppose we are applying that rule here. 

HON. MR. GARSON: I would suggest, Mr.Chairman, 
that the gentleman in question here is an authority in 
fact; whether he is in law or not I leave to the 
Commission to decide. 

THE CHAIRMAN: What you propose to quote in that 
connection you intend, I take it, to adopt as part of 
your argument. 

HON. MR. GARSON: Yes, my lord; and it is framed in 


language much more suitable than we can ourselves devise, 
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This is what Mr. Rogers wrote in the Canadian Forum: 
" "The fundamental weaknesses of our system of 
federal and public finance have existed since the 
creation of the Dominion...-.eeThe failure to 
develop a satisfactory scheme of Federal public 
finance in Canada is #y3e in the main to the 
erroneous assumption which supported the original 
settlement in 1867 ..... These assumptions were 
carried over, with minor qualifications, into 
the revised settlement of 1907." 
Mre Rogers goes on to enumerate these erroneous assunptions 
as follows: 
* That inereased expenditures by the provinces would 
arise from expanding population rather than from the 
acceptance of new governmental obligations. 

That any new obligations which the provinces might 
accept could be supported adequately by expanding 
territorial revenues or by direct taxation. 

That the ends of Federal justice would be served 
by a uniform scale of per capita payments to all of 
the provinces of the Dominion. 

That the provinces must be subsidized on the 
basis of equal per capital payments is perhaps the 
most flagrant error in the system of federal 
Public finance." 

In the Canadian Forum of December, 1934, "One Path of 
Reform,” lire Rogers again writes: 

t It is not too much to say that the error of these 

assumptions and principles under the existing scheme 

of federal public finance could be exposed conclusively 


by any impartial and scientific investigation." 
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There is a slight suggestion there for the benefit of 
the present Commission: 

“ A proper survey of Dominion-Provincial financial 

arrangements must now take account of the incidence 

of tariff policy as an integral part of the tax 
system of the Dominion. It must be recognized in 
other words, that the unequal effects of the tariff 
upon the wealth and income of thé various provinces 
of the Dominion should be neutralized by direct 
subsidies or developmental expenditures, or in the 
altornative that differonces in a taxablo capacity 

of the provinces should be recognized as an esscontial 
feature in any scheme for the readjustment of the 
provincial subsidics," 

The correctness of Lire Rogers! vicw that there were 
fundamental weaknesses in the systcm of federal and public 
finances established by the British North Amcrica Act was 
indicated by the fact that it became necessary to give a 
serics of special grants, which began, in the case of 
Nova Scotia, in 1869 -- two yoars after Confcderation. 
These special grants are still continuing -- the last 
instance being the intorim subsidy increases granted to 
assist certain provincos, including Manitoba, pending the 
hoaring of this present Commission. 

When tho provincial subsidics were incroased in 1907, 
Sir Wilfrid Lauricr said in the House of Commons: 

If tho principlo be admitted of a contribution 
boing made from the Dominion Treasury to the 
provinces the provision made by theo British 

North Amcorica Act for contributions to tho 

provinces has provod to be absolutcly insufficient 


and inadcquate. The cxpericnce of forty years has 
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has brought this fact again and again to tho 
attontion of parliamont and tho poople of 
UEnaUa seicues chOs O1CO, not twice, nor. thrice, 
but poriodically and systomatically parliamont 
has boon askcod at almost regular intervals to 
voto in favour of now once provines and now anothor 
province appropriations far in excess of anything 
that had bocen stipulatod in tho British North 
America Act <scwecsweceAll these havo beon made by 
parliament without any guiding principle, but 
- simply as the cxpedioncy of tho moment suggested, 
or rather as the financial difficultics of one 
province or the othor wore morc or less urgcnte 
Tho accuracy of lire. Rogers statcmont that the 
unequal effect of the tariff on the wealth and income of 
tho various provinces of the dominion should be recognized 
and noutralizod is indicated by the fact that every 
provinee in Canada,with the exception of the two 
industrial provinecs of Ontario and Quebec, has had to 
seck and obtain as a matter of need this spocial grant 
to which wo have alluded. Ontario and Quoboc, because of 
national tradc policies which fittod in with thoir 
natural advantages, have been sufficiently prosperous to 
carry on without federal assistanco by way of special 
grantse 
THE CHAIRMAN: Is not that a pretty large assumption, 
that it is solcly duo to tariff logislation? 
HON. MR. GARSON: Well, it probably is a fairly 
widc statomont but that secoms to bo the viow of Mr. Rogers 
amongst others. 


THE CHAIRMAN; It scoms protty widee Thore aro othor 
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factors to bo takon into considcration. Tako tho position 
of Ontario and Quoboc in recent yoars -- the devclopment 
of powor, tho location of industrics that require cheap 
power, tho dcovolopment of minoral rosourccs and so on: 
these undoubtodiy are factors that contributed to the 
prospority of thosc two provinces in a way quite as 
important in many respects as tho tariff. 

HON. MR. GARSON: I agroo, Mr. Chairman; but tho 
point If am making here is this, that national trade 
poticics Tittod in with their natural advantages. I would 
include theo circumstanecs to which your Lordship rofors 53 
powor and location convenicnt to transportction systcms -— 
Sa natural advantages. For is it not duc to these 
neaturcl advantagcs that thoso two provincos have been abdlo 
40 Sot Up ah industrial systom which has profited in a 
moasurG by the tarifri? 

THE CHAIRMAN: Undoubtedly. 

COMMISSIONER ANGUS: Is it your contention that thero 
ere tyo quite distinct bases of claims -- onc, that national 
policics havo boon injurious to some sections and thoroforo 
therc should be some compensation therefor, and tho othor, 
that certain poculiar naturel advantages havo operatod 
and that thorcefore poorer 2reas should have certain 
national sorviccs maintained in consoquence? 

HON. MR. GARSON: I would not put it on that basiss 
I would say that the natural advantages onabled tho 
industrial systcm to be mct up and that the tariff has 
made that system moro fruitful. It has enhanced the 
operations of that industrial syston at the expense ofr 
othor parts of Canade, and I contend that if one were 
socoking oconomic justice it would be neccessary to restore 
tho balance botwoen tho two creas in question. That, 


howover, is not within the scope of my bricf. My own 
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bricf doos not dosl with the cconomic aspect of tho problem 
at all, but rathor vith tho financial. What wo are 
concorncdad with in Part VII is tho quostion as to what 
financial plan will work in Canada regardloss of what the 
economic circumstances may bo; and if you will permit 

me, that is tho topic I should like to adhere toe 

I come now to tho heading "Working out in Mamitoba 
of finrneial plan of Confodoration." This will be found 
On pogo 6 of tho briof: 

It is intorcsting to treocoe the working out of the 
plan of Confederation in tho case of Menitoba. for this 
purposc we have hed Manitobets revenue and oxpenditures 
brokon down into tho classifications uscd by the Bank of 
Canada in.its comparative statement of provincicl public 
finanec, supplicd to the National Finance Committco at 
Ottawa in Docomber, 1936. In this connection I think 
I should diroct the attcntion of tho Commission to tablos 
ono and two. Table once shows in tho left hand column, 
undor the heed of Expendituro, Public Dobt Chargos, and 
Gonoral Exponsecs of Governmont, cortain figures to which 
I would call attontion. Those “reo the first itoms 
onumornted, tho others being, in their order, Education, 
Public Wolfcrc, Public Works, including maintenance of 
all buildiugs and Public Domcin, which in this province 
inecludos two dop2rtments - Agriculture and Natural 
Resources. This is brokon down first of all for the yeex 
2875, which is the first yoar for which public accounts 
for this province arc availablce Following that we 
have tho yorr 1881, folloved again at rogular diconnial 
poriods until vo come to 1931, and thon 1956-6 

In the first column ve show the actual amount in 


dollars spent undor oach of these items. In cach cascy, 
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under each yearly heading, is shown the percentage 
which the expenditure upon that item forms of the total 
expenditure. For example, in 1875 the general expenses 
of government formed 68.64 of the total expenditures of 
eel kinds: Then in the same table just below are shown 
the population figures of Manitoba in these various years, 
then the per capita costs under each of these items, 
for the total expenses of government. 

In table 2 I have followed the breakdown of the 
Bank of Capeces That is what I have said, and we have 
done so, but it is not set up here in print quite as 
Clearly as it might be. If the Commissioners will observe, 
the first item of table 2 ig the Dominion governments 
subsidies which corresponds to the Bank of Canada's first 
item. 

Then follow what are referred to as taxation duties, 
That I:think, is a typographical error; it should be 
just taxation. Under that heading are set forth various 
items -- succession duties, corporation taxes, railway 
taxes, income tax on persons, special tax on wages and 
Other income, gasoline tax, auto licences, amusement 
tax, old age pension levy, and all other levies. 
This series corresponds to the item of taxation in the 
Bank of Canada breakdown. 

Next we give the non-taxation revenues. The 
second last item from the bottom of the series under 
this head is "fines and other fees, etc." This 13 the 
third item of the Bank of Canada breakdown, and at 
this point I should make it clear that in our figures 
all through this brief we have treated taxation as in- 
cluding motor vehicle licenses, whereas in the Bank of 


Canada figures, upon which the taxation figures of 
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Part V of our brief are based, that is included under 
the heading of licenses and other fees and excluded 
from taxation. 

There will therefore be that difference between 
the two sets of figures, In our view, motor vehicle 
licences are really a tax on motor vehicles and we have 
so treated it in our account and in these statements. 

The next item to which I would call attention is 
"Mines and natural resources"; that is the third item 
from coher The next is "Government Liquor Control 
Commission. In these two tables the conparison I 
am making is between the items under the headings of 
ordinary revenues on page 6 -- that is, the items of 
the Bank of Canada breakdown -- on the one hand, and the 
items of this table 2, wnich is just opposite page 6,on 
the other. In these two tables can be traced with moderate 
accuracy the financial nistory of Manitoba. For 
instance, if we look at Public Debt Charges, we find 
that in 1875 they were nil. In 1881 they were nil and 
in 1891 they amounted to $80,802.05 which, in the next 
column, is shown to have been 12.16 per cent of the total 
expenditure on all accounts; and below that we find 
a per capita cost given of .53 cents. 

In 1901 the public debt charges amounted to $245,187.21 
or a percentage of 24.81, with a per capita cnarge OF 
96. In 1911 the charges amounted to $560,515.56, the 
percentage being 18.66 and the per capita eas 
Finally, in 1936, we find that the charges had increased 
to $6,821,253.13, the percentage being 47.24 and the per 
Capita 9.60. 

THE CHAIRMAN: The figures show a large increase 


in public debt charges as between 1901 and 1921. 
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HON. MR, GARSON; Yes; the figures are trroken 
down. A similar observation might be made with respect 
to table two, dealing with dominion government 
subsidies. In 1875 the amount was $65,412.58 representing 
a percentage of 88.08 of the total government revenues, 
and in 1881 it was ‘$99,178.78, or 56.54 per cent. 
In 1891 the amount was $435,595.74, or a percentage of 
TORE Cs In 1901 the amount was $483,687.06, the 
percentage being 47.95. In 1911 the amount was 
$828,247.06, the percentage being 24.27. In 1921 
the amount was $1,470,991.42, or 15.01 per cent. 
Pn tes oO Was G 1,559,755.76 or 10.61 per cent, and 
in 1936 the amount was $1,786,922.67 or 12.27 per cent. 
There is a further word of explanation with regard 
to these tables, and it is this. Although as stated, 
the classification of items used in table one is that 
used by the Bank of Oanada, it is necessary to point 
out certain facts with reference to the items of 
Public Welfare, Public Works and Debt Charges. 
It is necessary to make an explanation with respect 
to these items. This explanation will be found on 
page seven. I should like to quote the 
statement: 
t The items Public Welfare and Education do 
not include the costof the debt charges upon that 
portion of the public debt incurred in order to 
erect public builings for educational and social 
service purposes, nor do they include the cost 
of maintenance of public buildings for these 
purposes. This cost of maintenance is included 
under the heading of Public Works maintenance. 


It is not large enough to warrant a separate table 
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here showing the amount of it. 

Table 1 indicates that the total per capita 
expenditure of $3.87 in 1901 was only 16 cents 

more than the 33.71 figure of 1881. This per 

capita expenditure increased from $3.87 in 1901 to 

$6.51 in 1911, about 75 per cent. But of the 

whole period between 1881 and 1936 the decade which 

showed the greatest percentage of increase in total 

per capita expenditure was that between 1911 and 

1921, the decade in which the great war occurred, 

Table 3 contains a classified list of capital 
assets used for educational and social service 
purposes together with an estimate of public debt 
charges at 4 per cent upon the capital value thereof 

for the fiscal years ended November, 1915; 

November, 1921; April, 1931; and April, 1936. 

The fiscal year ended November, 1915, is the first 

year in which such detailed figures are shown in the 

public accounts." 

Table 3 will be found on page 8. It includes 
direct Soldiers! Taxation Relief and an item for patriotic 
purposes, For education in 1936 the total amount was 
almost $6,000,000, and for the same year, for social 
service the total is very nearly $25,000,000, in other 
words nearly 25 per cent of the gross debt. 

THs CHAIRMAN: Do these items that have been put in 
represent the actual amount expended, or are they merely 
an estimate? 

HON. MR. GARSON: I would not be too certain about 
that, Mr. Chairman. My instructions were to take them 
off to show what had actually been spent. They have 


been abstracted and set up for the purpose of showing 
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expenditures, but I can verify that. 
I come now to the heading "Financial Plan of 
Confederation still working reasonably well in 1911." 
An examination of the revenue side of the account 
will show that, subject to the adjustments which have had 
to be made in the dominion government subsidy, Sir 
A.T.Galt's plan was still working in Manitoba as late 
as 1911, in the sense that it had not been necessary 
to levy taxes of an unpopular nature in order to meet 
expenditures. In 1911 there were corporation taxes, 
railway taxes and succession duty taxes, none of which 
were of an onerous character; there was also an auto 
license tax which produced the modest sum of $14,500.00 
In 1911, when Manitoba was still relatively free 
from direct taxation, the dominion government 
subsidy, expressed as a percentage of Manitobats total 


current expenditures, was 24.27 per cent. 


I see, Mr. Chairman, that this statement appears in 
the brief. Tt is a mis-print; that should be revenue. 

THE CHAIRMAN: That is revenue. 

HON. MR. GARSON: Yes, that is right. 

It is noteworthy that in 1911 the per capita cost 
for the general expenses of government at $1.34 and the 
per capita cost of the maintenance of public works 
at $1.37 were less than the cost of the same items 
in 1881 at $1.60 and $1.57 respectively. Per capita 
expenditure on public domain had increased over that of 
1881, but was less than 1891 and 1901. Per capita 
public welfare costs from 1881 had approximately doubled 
in each decade to reach 85 cents in 1911. The per capita 
cost of education nad increased approximately three and 


one-half times between 1881 and 1911. 
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Thess comparisons of the growth of expenditure 
are particularly interesting because we suggest that the 
figures for 1911 in table 1 are the last figures 
representing the cost of discharging the functions of 
provincial government according to Sir A.T.Galt'ts 
financial plan created by Confederation. This point 
is noteworthy because, in spite of the fact that the 
dominion subsidy had declined to 24.27 per cent of the 
total current revenues, it was still possible, to use the 
words of Sir A.T.Galt, ‘that by the operation of natural 
causes such a check would be put upon expenditures 
as would bring them to the ‘lowest point or at least 
prevent them froi. becoming Zayusn"*s vend that af 
they (provincial governments) increase their expenses 
in proportion to the growth in population they would be 
obliged to resort to direct taxation"; and "that they 
might trust the people themselves to keep a snarp watch 
over the local government, lest they (provincial 
governments) should resort to direct taxation;" 
and that ‘no surer check could be put uyon them 
than thus fixing the grants that they were to receive 
respectively,:” Up to 1911 the pressure of public 
demands for increased services had not been such as to 
necessitate the imposition of direct taxation of an un- 
popular nature upon any substantial scale. Of total revenues 
only 12.10 per cent were from direct taxation as compared 
to 63.63 per cent from non-tax revenues and 24.27 per 
cent froi. dominion governi.ent subsidies. 

THs CHAIRMAN: Was there not about that time, or 
shortly befors, a very large expenditure for public buildings 
which resulted in a considerable increase in the debt 
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HON. MR. GARSON: It was shortly after that. It 
was in the decade between 1911 and 1921. One of the 
difficulties in taking ten-year periods is that you do 
not always happen upon the expenditure. 

Of total revenues in 1911 only leper cent were from 
direct taxation as compared to 63.63 per cent in respect 
of non-taxation revenues and 24.27 per cent from dominion 


government subsidies. 


In the decade between 1911 and 1921 a great 
change took place both in respect of expenditures and 
gince once taxation is resorted to the amount of the 
taxes is but a reflectionof the expenditures which 
they are levied to defray, in the rate and character of 
new taxation. In 1921, while all the headings of 
per capita expenditure rose substantially, by far the 
greatest increases were in respect of public debt charges, 
which rose from $1.22 per capita in 1911 to 5 alo 
per capita in 1921; education, which rose from $1.39 
per capital in 1911 to 44,03 per capita in 1921; and 
public welfare costs, which rose from 85 cents per capita 
in 1911 to $2.41 per capita in 1921. It will be seen 
that these three items mentioned increased by 420 per 
cent, 290 per cent and 284 per cent, respectively, in 


that one decade. 


Page 305 follows. 
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An examination of the items under which the increases 
took place discloses the real cause of such increases. 
Under Public Debt Charges these were: government-owned 
grain elevators, government-owned Manitoba Farm Loans 
Association, the government-financed Rural Credits Scheme 
the publicly financed Housing Scheme, a Good Roads system 
financed by the grants of borrowed money and by the 
guarantees of the government, and the new Parliament 
Buildings. That is the item to which you had reference, 
Mr. Chairman? 

THE CHAIRMAN: Yes. How much did they cost? 

HON. MR. GARSON: I shall come to that. The figures 
are wet out on page 11, $9,547,255.15, With the exception 
of the public buildings, these items are all expressions 
of new public demands for additional governmental 
responsibilities, Even the demand for good roads, which 
was met by the Good Roads system, was so aifferent in 
degree from the type of demand previously made by the 
public for roads that it also was different in kind from 
any such demand theretofore madc upon the Manitoba 
government. 

FAILURE OF FINANCIAL PLAN OF CONFEDERSTION 
TO CONTINUE FUNCTIONING IN ACCORDANCE WITH 
INTENTIONS OF FATHERS OF CONFEDERATION. 

Sir A.T, Galt's plan, which had begun to show signs 
of strain in the decade between 1901 and 1911, had now in 
the decade between 1911 and 1921, suffered a complete 
collapse. No longer coulda it be said that the services 
discharged by the Manitoba government, and for that matter 
by all the other provincial governments in Canada at that 
timo, were "an insignificant amount of work" to be done 
by an inexpensive kind of machinory and maintained by 
fedcral subsidy and local non-tax revenucs, supplemented 


only in cascsof unusual necd, by direct taxation, The 
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Dominion subsidy in 1921 as a porcentago of the total 
current rovenucs of thc province had sunk to 15,01 por 
cont. 


FUNCTIONS OF THE CONSTITUTION AS AN INSTRUMENT 
OF GOVERNMENT. 


Why was tho financial plan of Confcdcration breaking 
down? Tho answor cannot be bettcr statcd than in an 
article by tho Honourablc Mr, Rogers: 

tA Constitution is an instrumcnt through 

which tho community sccks to rcoalizc cortain 
dcclarcd purposcs. Tho institutions it ercatcs 
and tho powors given to thosc institutions are 
assimilatod 2:o the charactcr of the purposos it 
is dosigncd to sorvce, The British North Amcrica 
Act, 1667, was an cxprossion of the political 
philosophy of laissoz fairc, According to the current 
opinion of that day tho loss government intcrfcred 
with privatc busincss the better it was for tho 
wolfare of the community. The scope of government 
was narrowcd by this philosophy. 

Tho distribution of powors and the division 
of taxing powcors bctwcecn Fodceral and provincial 
agoncics show tho influcnce of the provailing 
doetrinc. The control of social scorviccs and 
the rcgulation of wages and hours of labour wore 
not attributcd to the Fodcral authority for the 
simplo reason that such subjocts wore thought to 
bo boyond tho domain of governmont and to fall 
within tho rangco of private or collective ontcrpriso 
and frecdom of contract. Thc Fathers of Confcdcration 
arc not to be blamed for thoir failure to assign 
those subjccts specifically to tho national 


authority. Thoso men were noithcr prophets nor 
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soothsayors but practical statcsmom whosc 
political cxpcricnes had bocn gainod in the 
narrow ficld of colonial govormmcnt. MThcir 

major fault lay in thcir cvidcnt assumption 

that the contractcd boundarics of government which 
had been dcefincd within the philosophy of 

laissox fairc wore fixed and unaltcrablc. As 

& conscquonce of this fallacy thoy failed to 
provide within tho Constitution thc moans of its 
- own amcondmcnt in fonire yoars, 

The growing dcmand for constitution rovision 
in Canade has procccdcd pari passu with tho 
ewakoning of a now social philosophy. That now 
social philosophy is in large part tho product of 
industrialism. It originates in dissatisfaction 
with tho social instability inhorent in the 
modern organization of industry and commorco. Its 
objective is a largor moasuro of sccurity for 
wagce-carncers to be obtaincd by the intorvention of 
tho Stato in the cconomic life of the community. 
In tho pre-war pcriod this now social philosophy 
had mdc littlo progross in Canade. Tho conditions: 
favorablo to its growth did not oxist in this 
country. In our outlook and organization 
wo were stil} an agrarian community. The 
industrial soctor was rolatively unimportant 


in our occonomic lifc until tho turn of the 


ecntury." 


It is very significant in the case of Manitoba, the 
tum of the ecntury and tho growth of tho industrial 


soctor cen bo traccd - thero is a bit of a lag, it ts 


truo -.in the fact that botween 1911 and 1921 tho plan 


had commenced finally to broek down. 
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"Evon in the first docade of tho now contury 
the truc fronticrs of cxpension woro on tho westorn 
prairics. Wc wore still in cssentials an agrarian 
country clthough the industrial scctor was cxpanding 
rapidly undcr the stimulus of wostorn scttloment 
end improved trensportation, Under such conditions 
the dcfects of the Fedcrel Constitution wero not 
readily apparent, A rigid constitution systom will 
not neocosserily produce friction whilc tho 
economic lifo of the community is pcormitteod to 
function for the most part in a rogime of private 
cOmberp .iccs 2nd arcccom,or contract, The Foal 
difficulty ariscs when tho oconomic systcm fails 
to function adequat ‘yunder priveatc ontorprise 
and the nocd is recognized for a largcr dcgreo of 
social control, Then it bocomos appercnt that 
rigiditics in the constitutional systcm must be 
rolaxod in ordcr to permit the degree of centralized 
control necessary to guide tho cconomic systcm 
towards predctorminod social objectives." 

THE CHAIRMAN: if 1 Nec taactenl Mr, Mejor's argunent 
merely, 12 8 propor interpretation had been given to the 
introductory clauso to Articic 31, this situation would 
not have come about. 

HON. MR. GARSON: Ycs, 

CHAIRMAN: If that view is correct tho Fathors of 
Confedoration wore not so far astray cs you SUBECST. 


HON. MR. GARSON: I think this all acpends, Mr. 


Chaiman, upon whovther the residuary powcr of the Dominion 


~ or shall I put it this wy: what function thoy assigned 


to the residuary powcr of the Dominion. My ow. viow, which 


I givo with all humility, is this: they could only soc, 


ditions sy oxisted at the 
as all of us only sco, conditions as they oxis 
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timc that wo lcgislatc. And socing only that they assigned 
cortein functions to the Dominion, and cortain functions 

to the provinces; and thon thoy provided. Thoy know there 
were things that would bc unforescen. Those unforcesecon 
things thoy left to thc Dominion. But, unfortunately, 

duc to judicial intcrproteation, they havo boen switched to 
tho provinces. 

THE CHAIRMAN: If the principlo laid down in Russell 
v. tho Queom and reaffirmed in the Lord Watson judgmont of 
1906 in the liquor casc had. been foliowed probably most of the 
cases Mr: Major citéd would have been-decided differently. 

HON. MR. GARSON: Yos, Thc working out of Manitoba's 
financial history corroboratcs in the main Mr. Rogers! 
view here statcd. An cxamination of thc break-down of the 
items under which substantiel incroasos occurred in the 
docade 1911 to 1921 will disclosc this. 

ANALYSIS OF INCREASE IN PUBLIC DEBT, 1911-1921 

In tablco 4 is shown the bondcd debt of tho province 
outstending es at Decombcor 31, 1911, Novembor SU weal, and 
April 50, 1936, being the respective fiscal year-cnds of the 
years referred to. 

Table 4 contains a reasonably complete - T think tquite 
complete - statomcnt of our bonded debt. In the first 
colum is given tho itom. Public expenditure end public 
buildings and grounds. I shall lator have information 
roferring specifically to these items. The noxt column 
is headcda “Public Utilitics", thon Prainagc Districts, 
Advences and Loans ro Agriculture, Canadian Northern 
Railway (Minnesota Section), Housing Scheme, Roads, 
Unemployment Relief, Government Liquor Control Commission 
and Sundries. Under cach one of these main headings, 
where there is information for it, thoro is a broakdown 
of further items. Thon, theso tables axo carricd out to 


the right and the figures are shown for 1911, 1921 and 1936, 
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Where I make reference latcr on to the growth in public 
dobt, tho reforonce is to these figures here and can 

be checked by consulting this tablo. Tho first item 

is public coxponditures, I think some rcforonco was mado 

to the agricultural collcgo end this is an attompt to 
explain that, Public oxponditures appcar as $2,996,599,99 
in 1911, $5,449,497,52 in 1921 and $5,082,468,17 in 1936. 
This is an itom, the first borrowing for which was made 

in 1888, and the whole of which was incurred before 1921. 
The records wo have do not pormit of any furthor break-down. 
Public accounts issucd during tho poriod appear to indicate 
thet most of the monics wore used for the Agricultural 
College, mental hospitals and other public buildings. Tho 
next itom is Public Buildings and Grounds. In reply to 

the Chaimants question I might say the new Parliament and 
other public buildings «md grounds cost $9, 347,255.15. 

There was en incroase in that heading between 1911 and 1921, 
Tho other items aro: mcntal institutions, cducational 
puildings, saniteria and hospitals, judicial buildings, 
gaols, ctc, Tho totei is 915,788,255,15- 

THE CHAIRMAN: You arc of the opinion that certain 
federal policics operate to the disadvantage of the 
provinee of Manitoba and for tho benefit of the central 
provinces, with the rosult that you find yoursolf ina 
certain financial position, The commission is asked to 
take that into account; but the Commission also takcs into 
account the fact that you spont $9 million on your 
Parliament Buildings; whercas the province of Ontario spent 


#750,000 on its Parliamont Buildings, with tho exception of 


the new wing which it had to put up in rocont yoars to 


accommodate its expansion, 


HONOURABLE MR, GARSON: My Lord, I think the Commission 


should tako all rolevani facts into aecount and I think that 
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16 a relovant fact, 

Thore was an inereasc of $7,836,643.37 in dobt for 
public utilitics which in tho period undcr discussion 
was scolf supporting. The debt with rogard to drainage 
districts increasod by $1,402,282.00. 

Wo now conc to the hcading "New Governnent Business 
Buitcrpriscs". Tho next division of debt would show 
@ very substantial increaso is made up of a number of 
amounts »orrowcd for government busincss ontcrpriscs. 

A list of thosc cntorpriscs is given and thcy total to 
slightly over $8,000,000. It is notcoworthy, as Tablo 4 
indicates, that the total bonded dobt of the province 
attributable to thesc and Co-opcrative Wheat Producers 
Limited advances, had grown, as at April 30, 1956, to no 
loss than $16,490,582,96. 

Theso ontorpriscs, morcover, have involved tho province 
in principal losscs cstinatcd at this date to be $8,557,173 
or about 6.68 por cont of the total bonded debt of the 
province. 

THE CHALBMAN: Is tho list that you refcr to as 
$8,507,000 diffcrent from the onunmcretcd itoms of 
$8 001,578.17? 

HON. MR. GARSON; Well, tho $8,001,000 is the amount 
of the inerocase botwoon 1911 and the loan es it stood 
at 1921, and tho list is tho List in respect of the 
sixtcon millions. 

THE CHAIBMAN: Your total list of these cntorprises? 

HON. MR. GARSON: Yos, the data. We worked out the 
percentage, because I think it is commonly supposed it is 
a vory much larger anount of the total acbt. 

HOUSING SCHEME 


The next item of incroaso in tho bondcd debt of the 


province botwoon 1911 and 1921 reprosents & demand upon 
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tho government for social scrvicos which, up to that timo, 
had no preccdont in Manitoba's history. This is the 
housing scheme which involved om incroase in capital aobt 
of $3,575,000.00. Tho total outstending dcbt due by the 
province at date under this hcad is $2,212,188.00. This 
money wes loencd to municipalities and is recoverable fron 
them, but at dato thoro is seriously in arrears as to 
principal and/or interust a total of $1,982,599.00. 

THE CHalRMAN: I suppose there will be substantial 
losscs? 

HON. MR. GARRISON: I should imagine that there would 
be mothing like this amount, but they:will bo cnough to 
justify tho term "Substantial". 

GOOD ROADS SYSTEM 

Then there appeers in 1921 an item of capital cxpen- 
dituro on roads of $3,923,333.33, which, as at 4pril 30, 
1936, had grown to the sum of $18,077,531.46. ‘Tho building 
of roads is, of course, a propor function of the provincial 
government and was so from the timc of Confcdcration; but it 
is submitted that the diffeorenco in dcgree between the 
building and maintenance of roads for the period from 
1870 to 1901 - onefunction only amongst the “insignificant 
amount of work" left with the inexpensive local governnents - 
and the building of cxtonsive graveolled highways for 
motorized ¢ratfic with millions of borrowed monay is sa 
pronounced as to constitute a difference in kind.) a 
fairmess, it must be admittcd, howover, that from a 
financial standpoint, provincial taxation of the motor 
vehicles ana thoir fucl, which nocossitated tho capital 
expenditure upon this now type of road, although direct, 
has in tho main boon acquiosced in by the motorists. 

SUNDRIES 


The break-down of this item is largcly self-oxplanatory. 
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It is a debt created for tho most part in connoction with 
discount and cxchange on debenture issucs, funding doficits, 
end expenditurcs for soldiors' taxation reliof. Details 

of this itcm are shown in table 4, 


NALYSIS OF PUBLIC WELFaRE INCREASES, 
1911-1921 


Table 5 givos the dotails, and is a classified statenont 
of numbor of paticnts and pationt cays for the years 
1911, 1921, 1931 and 1936. Table 6 on pago 14 contains 
a statencnt of cxpendit»re for public welfare and so on. 
i comparison of these two tables will indicate that the 
costs of cariig for rental @iscascs end public wolfare 
institutions imcreascd more yapidly than the pationt 
population, tacreby indicating an inercascd cost per 
patient day, which is tho reason for the increasc. 

THE CHALTEMALN: To what do you attribute the increased 
cost betwocn 1911 and 1921, inercaso in prices? 

HON. MR. GSRSON: Yos, Tho cost of living haa gone 
up; prices had gonc up; prosperity was up; more money Was 
spent. + wes a period of, shallI say, inflation gonorally,. 

We now core to "Hospitalization". Unfortunatcly tho 
statistics with regard to tho numbcr of patiomts troatoda 
and tho number of paticnt days for hospitalization, which 
wore, during the period 1915 to 1920, kopt by another 
department, are not available, but an incrcaso in cost is 
indicatoa from $77,989.90 to $162,775.89, or an increase 


of approximtely 250 per cont. 


Wo now come to "Child and Fanily Wolfare". This iton, 


which Gia not appear at all in TORII FSt appearod in the 


public accounts of 1917, following the passing of the 


Mothers! Allowance ict in 1915, Thore was 4 rapid increase 


in this item from $55,732.00 in 191” to 
oasod to $579,204.80 in 1951 


$469,201,62 in 


1921, from which sum it iner 


and thon dcclined to $516,659.40 in 1936. Tho high point 
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of this sorvicc was in tho ycar 1929 whon tho sum of 
$643,248,89 was disbursod. 

In the aggregato, Public Wolfare costs incroasod 
fron $390,259.58 in 1911 to nearly four tines that much, 
or $1,471,691.99 in 1921. In tho main this increaso 
is duo to the now social scrvice of widows* and childcron's 
ponsions inaugurated uncer the Mothers! sllowance act of 
1916, and to the inercasod cost per paticnt day of taking 
care of a not abnormal increase in the number of aged and 
insanc,.;persons. 

THE CHAIRMAN: Was Manitoba the pioncer among tho 
provinces in introducing nothcrs' allowances and the 
child and family wolfare icts? 

HON. MR. GARSON: I am not cortain, My Lord; but 
if it was not the pionecr it, at eny rato, was anong the 
first to introduce these acts. 

THE CHAIRMAN: I assumo at that time the revenues 
would justify tho province's ombarking on tho expenditure, 
HON MR.MGARSON: I think that is a faim assumption. 

THE CHAIRMAN: There was no Dominion contribution for 
anything of that kind at that timo. One province may 
undcryjakco 753 and anothor may not. I ao not know what the 
situation is at the present timo but I presume most of theo 
othor provinces havo followed along the same line. 

HON. MR. GARSON: Woulea it not be right to, Say, 


Mr, Chairman, by reason of tho fact, as you have pointod 


out, that Manitoba was at any rato enongst the first to 


introduce it, that the assumption was bound to be basod 


upon inexpericnee as tovwhat it would cost, how tho cost 


would incroasc, end how it could po taken care of. Wo 


are prohably a groat coal wiser today in respect of theso 


mattcrs than pcooplo jnaugurating a now systom. But in 
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spite of the fact that it was introduced and showed these 
effects in this province, it has been introduced in nearly 
all the provinces, although they had the benefit of knowing 
what it had cost us. 

COMMISSIONER DAFOE: I do not believe there is any 
doubt that Manitoba was the first province in Canada to 
introduce Motherst Alkowanccs,. 

HON. MR.GARSON: I did not like to make the positive 
statemont. I bolicye that is the fact. 

HON, MR. BRACKEN: I beliove it is correct to say there 
was no appreciation of the fact that it would cost as much 
as it has cost. 

HON. MR. GARSON: I bolicve during tho discussgim of 
part 6 tho Chairman raisod the qucstion as to the oxplanation 
of the increascd cost of oducation. The table relative to 
that for the poriod 1911 to 1921 is Table No. 7, sct out 
on page 15. By reason of the fact that in this province 
only about 15 per cent of the cost of cducation is supplied 
by the provincial government and tho othor 85 per cent 
by the municipalities, the statistics rclating to govornmont 
grants and so on are not as significant as they my be 
with rolation to the adequacy of the provision for education. 
Therefore, we think it necessary to point out that in regard 
to table 7 it is important to know the following facts: 
between 1911 and 1921 rural Manitoba (i.e, all Manitoba, 
excepting the city of Winnipeg), - the other cities have 
their educational problems, and are vory much in the same 
position as the rural part - increased educational 


expenditures from $2,677.527 to €9,323,619, an increase 


of $6,645,675 or 348 per cont. A portion of this increase 


was due to the inecreaso in provincial grants but 4 much greater 


portion was providod from local taxation, which in the same 


period for the whole province increased from $1,847,579 to 
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$6,922,864. 

Some part of tho addod cxpenditure was used for an 
inoreasing and cxpanding building programme but the major 
portion was reprcsented in the improved type of education 
provided, There was an improvement in attendance, an 


increase of almost 50 per cont in school population; 


improved standards of teaching efficicney and an increasing 
number of teachers responding to the increase in school 
population. The average teachers! salary for this period 
rose from (456,000 in 1911 to $1,019,00 in 1921, based 

on all teachers' salaries, elementary and high school, 

in rural Manitoba, which, as I pointed out, includes the 
cities of Brandon, Portage la Prairie and St. Boniface. 

THE CHAIRMAN: How would that compare with the average 
salary today? 

HON, MR. GARSON: I have that at a later point. 

THe CHAIRMAN: Thank you. 

HON, MR.GARSON: It may, howevor, be reasonably 
assumed that during this period of relative prosperity 
rural Manitoba made a definite effort to raise the standara 
of education. It is a mtter of record that in the per iod 
since 1921 rural Manitoba has had to 80 drastically reduce 
expenditures as to sacrifice much of the gain made previously. 
During the same period in the city of Winnipeg, despite 
the relatively larger increase in the number of students, 


the total expenditure only increased 50 per cent and 


the average salaries of teachers increased from 9875,00 to 


- $1,697.00, The relative lower increass in expenditure in 


dly due to the fact that iss 1911 
n that of 


Winnipeg is undoubte 


level of education was relatively much higher tha 


rural Manitoba and there was not the same need for 


expendi ture , 
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We now come to the item of "Decline of Dominion 
Subsidy and Increase of Direct Taxation as Percentages 
of Provincial Revenue", As will be seen from Table l, 
the expenditures on current account increased from a total 
6f 74,002,826.28 in 1911 to $10,401,895,49 in 1921, or a 
per capita increase of from 96,51 to $17.05. 

In Manitoba, as Table 2 will show, while the Dominion 
subsidy as a percentage of currait account revenue has 
declined steadily from 1875, when it was 88,08 per cent, | 
until fois when it was 4,27 per cent, the non-taxation 
revenues had taken up the slack by increasing from 11.92 
in 1875 to 63.63 per cent in 1911, Thus, in spite of 
the fact that the Dominion goverment subsidies in 1911, 
as a percentage of the total currmt account re enuc, were 
less than a third of what they were in 1875, the non-taxation 
revenues as a percentage of the total current account 
revenuc, having increased almost six-fold, had taken up the 
whole slakk with the exception of taxation revenues, which, 
as a percentage of total eurrent account revenuc, were in 
1911 only 12.10 per cent. 

In Appendix A attached hereto are shown the amounts 
credited to the current revenue account of the province 
from all direct taxes levicd in Manitoba's financial 
history from the time when such direct taxes were 
respoctively first levicd until the present. 

An examination of the statement will show the years 
from 1906 to 1937. Then follow the various headings. The 
eat onc is “Supplementary Revenue Levy by Municipal 
Ree slonsr"; then "Auto Licence, Succession Duties, 


Amusement Tax", and so on, ‘The amounts collected are shown; 


that is, the actual recoipts from these taxes. It is to be 


noted, however, that the figures from 1915 to 1933 amc..on 


@ revenue earned basis, since the differont accounts were 
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set up on a revenuc basis. Below that is a very bricf - 
really too bricf to be evon substantially accurate - 
referonce to the various statutes under which these 
taxcs wore levicd. 

If the Commission will look at the yoar 1911 they 
will sco there was icvicd in that ycar tho small sum of 
$14,500. for automobile licences, $165,860.02 for sucecssion 
dutios, $237,724.22 corporation tax including railways, 
and a total amount of direct taxcs of $418,084.24, In 
1921 there was a supplomontary revenuc levy on land of 
$1,514,106,00, or almost four times Se Aa as the total 
direct taxation in 1911. In that year automobile liccnco 
taxcs emountod to $538,678.46, succcssion dutics 
#299,105.38, amusomont tax $339,249.00, unoccupicd land 
tax $283,410.10, corporation tax $1,111,552,16, public 
wolfare $225,000, or @ total of $4,510,901.10. 

THR CHAIRMAN: Corporation tax that year was very 
much higher. 

HON. MR. GARSON: Yos. I think that must be duc to 
some unusuel circumstance, because if you will refcr to 
the bottom you will sco that the next yoar is a nine month 
poriod., 1923 is 4 full poriod and it is $400,000 short as 
well. 

THE CHAIRMAN: 1923 was $300,000. 

HON. MR. GARSON: Yos, that is right, If your 
Lordship will look at the corporation tax legislation 
at the bottom you will sce that thero wore no amondments 
to tho statutc botwoon 1913 and 1924; so it is not to bo 
attributed to that. Mr. Brackon has just pointed out thet 


Menitoba ran into throo bad yoars at that tim. 
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An examination of this sppendix reveals that the 
direct taxation levied in 1911 under the hoadings of 
Succession Dutics, Corporation Tax, Railwey Tax and 
Automobile Liscnsces was not, in its amount at any rato, 
of tho oncrous charactor concecivod by Sir. A.T. Galt 
as a check upon governmental oxtravagances or reckhess 
expenditure. Upon the whole, thorefore, although there 
were trends in government expenditure botwoen 1901 and 
19il which refloctcd a growing social consciousnoss on 
tho part of Manitobans and a corresponding 7) “per cont 
inercesc in per capita expenditurc, it may bo said thet 
the Galt plan was still working reasonably well. 

But this could definitely not bc said in 1921 when 
tho Dominion governnont subsidy, as a percentage of the 
total curront account revonuc, had declincd to 15,01 
per cont and the non-taxation rovonuc £6" 41.5 OL “per cont, 
thus neccssitating the imposition of direct taxcs for tho 
amount of 43.98 por cont. Appendix A indicates that by 
1921 at least fivo of thom fell dcfinitcly into the 
eatcgory of direct toxation of the kind conecived as 4 
chock by Sir A.T. Galt, 

THE CHATRMAN: Tho Manitobans are long suffcrers. 

HON. MR. GARSON; Yes. I think an examination would 
show that those demands for increascd social cxpenditure, 
having once boon realized, have increascd steadily until 
the present timc. Their fulfilment has forced the govern- 
ment of Manitoba to imposo dircet taxation upon tho 


people of Manitoba boyond any Linits which could possible 


heve boon conecived when the financial plan of Confeder-= 


ation was onactcd. 
Thus, in 1956, wo find that tho Dominion governmont 


subsidy as a porcontago of the total curront account 


revdnue was 12.27 per cont, whoreas texeation revenues wore 
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no loss than 53.81 por cont, In 1936 the non-taxation 
revenucs of the province at 33.92 por eecnt of the total 
current account revenue wore less than the percentages for 
1901, 1911, 1921 or 1931. In other words, tho non-taxation 
revenucs as one indication of the incone of the province 
had declined, yot in spite of this dccline which would 
ordinarily indicate a policy of lower taxation, it was 
necessary to inercasc the taxation revenues as a percentage 
of total current account revenue of the province by a 
substantial percentage over what they were in either 1921 
or 1931 and to mors than four times what they were in 1911. 

NEW PUBLIC DEMANDS UPON PROVINCIAL GOVERNMANT 

CAUSS IT TO COLL3CT AND SPEND INCREASING PiR- 

CENTAGE OF PROVINCIAL INCOME. 

One of the first results from these new demands upon the 
Manitoba treasury was that it commenced spending anounts which 
were @ constantly increasing percentage of the provincial 
or people's income. These amounts were, of course, 
collected by taxation. As this percentage increased, the 
intercst of the treasury in provincial income took on a new 
concern as to the effect of all those factors which 
determined provincial income. In 1881, when the provineial -- 
trcasury had -mercly to provide for police protection, 
education, administration of justice and public works, it 
was under no necessity to concern itself as to the effects 
of federal tariff or monetary policy upon provincial incomes. 
But it could no longer afford to ignore these factors in 
1921 when the provincial treasury haa to impose large 
amounts of taxos upon that income to defray the increasing costs 
of government, brought about by necting new demands tor 


social services and for now govermnental facilities. 
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PROVINCIAL GOVERNMINT H&S N&W CONCERN IN 
DOMINION POLICIES AFFECTING INCA? oF 
CITIZINS OF PROVINCE. 

For this reason provinces havo come to have a vital 
conccrn in Dominion policies as affecting not only the 
provineial income but also its distribution within 
diffcrent income brackets, 

I shall have figures on that point later on, Mr. 
Chairman, fhe real turning point in Manitoba's financial 
history came in the period between 1911 and 1921, From 
that point on until the present time it has been mercly 
& working out of the trends which first made their 
appearance in that decade, accelerated, it is truc, by 
the depression and crop failures which intensified the 
effect upon Manitoba's economy of the disabilities under 
which the citizens of Manitoba have suffered under 
Confederation, 

PHRIOD 1922 to L937 COVERED BY BANK 
OF CANADA REPORT. 

The Bank of Canada report upon the financial position 
of the province of Manitoba, made on February 11, 1937, 
states concisely the gist of Manitoba's developing 
financial position from 1922 to 1936. It would therefore 
be an act of supererogation to add to it at this tine. 
The Commission should note, however, in using the figures 
of the Bank of Canada report that necessary adjustments 
were made to scot them up in the form that the Bank of 
Canada officials desired to use for their own purposes, 
whereas the figures that we have used herein are simply 
extracted from thc books of the province and set up without 


adjustment of any kind, Inasmuch as the gentleman who 


preparec, the figures for the Bank of Canada report is the 


secretary of the Commission, it is assumed that any 


reconciliation which the membersof the Commission may desire 
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will be provided by the Commission's socrotarial staff, 
The Bank of Canada report is set out as an Appendix B 
to this submission. 

THis CHAIRMAN: In the questionnaire whieh the 
commissionlms asked your govcrimmnt to answer as well as the 
other governments is sct out a list of figures in cone ction 
with all these matters. 

HON. MR. GARSON: Surely. Thore is ono point I think 
I should add here, Mr. Chairman, and that is that this 
reconciliation between the figures has bo be made between 
these taxation figures in Appendix A and the figures in 
the Bank of Canada Report in appendix B because our figures 
include motor liccnses as taxation. I mroafcr to that later 
on Page 6&2, 

THE CHAIRMAN: I do not think we shall attempt to 
reconcile your figures with the figures of the Bank of 
Canada. What we shall do is look at the figures appearing 
in the financial questionnaire that has boon submitted 
to your government as well as to the other provincial 
governments, 

HON. MR. GARSON: Quite so. I just montioncd that 
for fear you might think there was some discrepancy. A 
statemsat of the province's prescnt position, however, would 
not be complete without developing in a minimum of detail 
paragraph five of the summary of the Bank of Canada report 
reading as follows: 

"We understand it to be the view of the 
government that additional funds must be obtained 
for the proservation of the road system, for cod- 
ucation and for feat institutions. While we 

do not feel qualified to estimate here how large 
an amount is needed for additional expenditures 


of a character which cannot be postponcd, we agree 


ee, 
aie eile 


y sen 


ev e. ‘Blew a ayers os saat ora 208 + baa enlh a 
Hotto zigoo Mt, ponugit Te tall a tie toh ac Janquetorog toute ; 
; | Lsrottees ceed | te dvds 

sata 2 ‘voteG: ea0 ef atest viet MOAN IE Ko oN 
shit gud er aie Dae y cesta tk nod mis ~ 

re ont ae gee” od oo Adit 29 unite ear iow od noltarlis 


at eoumet® one Sis & nifinagqad AL actugtt aateoeet 


he a ‘ Oe 4 
eos tt aT .pactedad m 2bbeoges. at sxogert ade289 to sina 8 


cotet sede OP dios To -notioxsd 2A aopttouet soem. omuteat | ‘ 
2 » 98d ope, [Ao 

ae herintco B eihca on tatat toa okt thet AO arial fog. 

ney ; hatraen or 


Te Saet ode to sopra! t olv dyaw aviigtt apace oe oaowen 


pahase gaia acta eat 3 5 Ho f wt of LISae oF: a nal ; vobanad 
» be ty hati 64 BRK TedsI orls ots SGng Soteaeatt om. of 


Isfoot yous. 1odin ‘sit eo Ligy oA fNomTevog THY oF 


: | 


a 


tose. bonoitiascdedt I ce ot tug .WOGRE AM) moh 


& ARR Te ener Sov outa gh Figte soy SBOX FOF | 


ces ; Ae gue’ *'s f é; a | 
piuowe ,aowewol eorsieoy daose1-'2) oomivoty O63. 30 Thanei eae 


[isteb td putin a. 0% weriacloved 3 modhtw otolqua a 4d ton 


sad 


“Se gen 'pRSABO Fo. Hs Re Ds 60 vaste 6M Yo ovlt dipeteateg « 
rawoliot se gutbaot 

ait 3 bad waky. ait a yo 3) dosdetebngoR | 
ragds Oe Famer & & Desk, teas 4 be + sett TA OCUTCOV OB 
“He iol: wevaye 2h0% atid 4“ gots avreectg ode esa) 
aw alt ey sno stuttgart I admon nox nee BolT Rou 
opal wotl coved ofamisco 0 hortt fanp leet. Jom ob 
Bois LimagKe Lamolt ebb 16% bédser et #avome 38 


voTaD ow - Poneqdeeq ef tonsa: deluw 1sF0oateds # To 


that some additional cxpcnditurces arco incvitable, 

and wo are not proparcd to say that it is practical 

to inercasc revenues by furthor taxation," 

aS regards the fund requircd for the prosorvation of 
the road system, for cducation and for montal institutions 
and other governmental scrvices, we fecl that thc most 
satisfactory way in which wc can indicatc these needs is 
by stating a serios of facts relating to the administration 
of the various government dopartnonts rather than by making 
any comparison betwccon Manitoba and other parts of Canada 
as regards the amount of per capita oxponditurcs upon the 
various items of governinucntal scervicc. We do this because 
of the great diffcrence betwocn tho various provinces of 
Canada in the mattcr of customs, living costs and other 
circumstances which would have to bo adjusted to a 
comparable basis before a statistical comparison of govcern- 
mental expenditurc could bo madc as botwccn the provinces, 
Instead, we propose to present the actuai facts which obtain 

in Manitoba with a vicw to cnabling thc Commission to reach 
a decision as to whether a proper minimum standard of 
education, social servieos, road maintenance and public 
administr tion goncrally now prevails in this province. We 
shall do so under the following heads: 


1. Presont budget deficicney in provision 
for Education. 

2, Present budgct dcficioncy in provision 
for Public Works and Roads and the 
Maintenance thereof. 


3, Present budget deficiency in provision 
for Public Hcalth and Welfare, 
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FTERNOON SESSION 

The Commission resumed at 2.30 p.m. 

THE CHAIRMLN: You vere at page 19, Mr. Garson. 

HON. »iR. GARSON: Yes, Mr. Chairnan. Before I resume 
I might point out that Table 4 was as I stated. That is, 
it is cash expenditures for educational and social service 
purposes. T> resume now with the pbricf: 

BUDGT DEFICINNGCY IN PROVISION FOR EDUC..TION 

"The following is a statement of the extent of 
the inadequacy of the present financial provision 
for education in Manitoba, prepared by the officials 
of the Department of dducation. 

The history of educational finance in Manitoba 
between 1911 and 1956 divides naturally into two 
nessiod, “he period 1911 to 1921 evidencing a con- 
tinusus gorwth and expansion of educational ser- 
vices (which we have already very briefly covered) ; 
and the peri-d 1921 to 1936 representing a gradual 
but annual decrease in expenditures, resulting in 
a process of attrition that left educational stand- 
ards impaired, essential services starved or elim- 
inated, and increasing evidence that further fin- 
ancial supoort of schools would have to be provided 
by means other than the taxation of real property." 

On the next two pages of the brief is given a statement of 
the method of financing scho>ls in Manitoba, and in order 
to save time I wonder if I might run over the main points 
briefly myself, perhaps not quite so accurately, in order 
to explain the way in which sehool financing te does ane 
schools are in receipt of a statutory grant from the muni- 
Cipality°or >2.25 per’ teacher per day. 


THE CHAIRMAN: They receive it from the municipality? 
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It is a statutory obligation? 

BONS MAR« GARSON: Phat is right. 2.25. 

THE CHAIRMAN; Per teacher per. day? 

HON. MR. GARSON: Yes. 

THE CHATRMAN: Then they receive from the province a 
statutory grant of $1.00 per day. That is altogether 
$3.25 per day. 

HON. MR. GARSON: That is correct, and it is received 
Por two hundred days of a teaching term. The Secretary 
treasurertakes the statutory reccipts and sets them up on 
one side of his estimate sheet, andon the other side he sets 
out all his estimates. He deducts the statutory grants from 
his estimates, and then he asks the municipality to levy 
what is called a special school tax upon the assessed value 
of the land in that school district only. Then the munici- 
pality collects these taxes and accounts to the school dis- 
trict automatically for the first statutory grant. The 
special school tax has to be paid only as collected up to 
a certain date, after which date the whole amount has to be 
paid. 

As will be secn from the text of the brief, there are 
certain special governmental grants which are given in cases 
of special necd. But the point is that the first effect of 
a depresion is met in a school district by the school trus- 
tees drawing in their horns and cconomizing in order to 
avoid having to levy a special school tax upon the land in 
their particular district. 

THE CHAIRMAN: Are mary of these school districts 
able to carry on with the statutory grant? 

HON. MR. GARSON: I cannot spoak exactly as to that, 
Mr. Chairman, but from my observation I would think that 
the majority of them are not able to. They have to levy 


a special grant, maybe one or twce mills up to as high as 
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seventeen or cightcon mills. At any rato tho point I 
particularly wish to make is that the first cushion of the 
deprossion is the expenscs of the school district anda tho 
school teachers! salaries, which is usually tho largcst 
Singlo itom; and it is not until that slark has boon taken 
up that the special grants from the dcpartment are invokod. 
Therefore the amount of the departmental grants is not aah 
essarily an indication of the expenses of education or of 
the adequacy of the grants. What is more important and 
more. significant is the echool tcachcrs! salarics; the 
number of schools that arc operating for a period less than 
the usual term; the number of schools that have a larger 
body of pupils than can be efficiently taught. 

THE CHAIRMAN: Do the conditions you have now spoken 
of apply to the 1911 to 1920 poriod or solely to the period 
from 1921 to 1936? 

HON. MR. GARSON: I have no doubt that in the period 
from 1911 to 1921 thcre may have been a number of individ- 
ual school districts whcre hardship was experienced, but 
in general what I am now speaking of applies from 1921 to 
1936, and so much so that in 1924, which was in the dem ee 
Sion period starting around 1921 or 1922, the school sit- 
uation became so acutc that it was necessary to provide cer~ 
tain automatic so-called assessment grants which were given 
to school districts with a low assessment, the assistance 
being in inverse ratio to thetzr assossments; the smaller 
assessment they had, the more help they got. That was aue 
tomatic and continued from 1924 to 1933, and that is impor- 
tant evidence as to the difficulty in school financing that 
obtained during that period. 

THE CHAIRMAN: Was not the situation very materially 
improved in the period from 1926 to 1929? 

HON. MR. GARSON: Not in those districts because 
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the grant, which was made on an asscssment basis, was 


designed to 


take care of the sub-marginal areas and those 


less fortunate areas which would not fecl the benefit of 


improving conditions so much. 


Now I 


of the page: 


would like to turn to pago 21, at the bbttom 


"Morcover, the financing of education in 
Manitoba is complicated by two important factors. 

(1) As we have seen the real burden for edu- 
cational costs (approximatedly 85 per cent) is 
borne by the local units (school district and 
municipality) from revenue raised almost entirely 
by real property taxation. 

(2) The province has one large city, Winni- 
peg, Which cotains approximately SAecente of 
the ¢ntire population and owing to greater sere 
centration of wealth and population can afford 
a much higher standard of education than the 
rest of the province under the present basis 
of school financing. 

Any comparison of statistics that includes 
Winnipeg on the same basis as the other parts 
of the province is obviously misleading because 
its situation is entirely different. Conse- 
quently in Table 8, which follows, we set out 
the number of teachers, the amount of teachers* 
salaries (exeludine salari7s fcr supervisors 
ana substitute teachers) --which would throw 
the figures ce amount of total expendit- 
ures and the school population for the city of 
Vinnipeg; for the province excluding Winnipeg; 


and for the provinco as a whole; in each case 
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for the years 1911, 1921, 1931 and 1936.9 
I think it is unnecossary for me to comment on the figures 
in the Table because the toxt itself goos on to comment 
upon it. 

Then on page 23 we have Table 9 which shows the cash 
receipts of schools from provincial grants and local aes 
tion, giving the actual peroentages in both cases; 

"Tt will be soen that since 1911] the nate 
centage of actual cash receipts of schools in 
rural Manitoba shows the province paying a 
greatly increasing share, practically all of 
this increasc having taken place since 1921." 

That is another indication, Mr. Chairman, of the condition 
you were speaking of. In other words, what has happened 

is this: The difficulties of the school districts have cau- 
sed the financing to go complctcly through the slack of 
economy and commence impinging upon the provincial treasury 
and increasing its percentage by about 50 per cent: 

"The share of the total paid by the province 
in rural Manitoba has risen from 16.6 per cent 
in 1921 to 23.4 per cent in 1936. On the other 
hand, although the actual amount of the cash 
grant has inereased in the city of Winnipeg, 
there has beon a progressive decrease in the 
percentage of provincial contribution. In the 
terms of actual cash, rural Manitoba has de- 
creased its cash contribution-- 

That would be through the lahd tax; 

a education from $4,747,164 to 
Se, 95157506" 

That is, a little bot over one-half the amount is still 


being contributed. In other words, while the rural dis- 


tet ons her canes das asoe oe Linw ol 

a edodaoe’ ae ‘Kidhuo'en mony fovtoe v0 ogntaa? 

P ‘ean muah wd avn ste ado tia hese 

a0 Lis sonanatoers geTnis qitenaroat hteorg 

®. $885) pasts aprte owse anived opeetert piks 
aot ibaa any ire. VOABTL SSO «tA mot eeot but yartoms af tna? 
bonegap& ena Sey sebrow tonto ST 2 ankdaeqe wiry BOY 
pO THA etotuteth: lodiiea ait ‘to anitineteTey G@E ceases 
| Bie wowite mit? becsuiiened wiototens of 99 gure ens? ois Boa 
usenet en and Mogi anfqiiam? oconemage bes yousors 
pingoa 45% ete duodn yt opstneszed ati antesetont ins 
aANEVOT. ont ¥d bites isto ott to oterte soe 


dase T04 Se Gt moat Geeta see adod ina: Sent we 


suite ante, ao nOG2L ah \teee. bed OF [80h OF 
san and ta Sailaibaibleds 122. cstialts , omer 


serine: oO. odio ost ot t eeureeh sad ter 
outs, 2 sanotnod ante pantge 1 3 ceed end otenv 


aie mT. soleadieiaoe Ie teatxo x9 > ogetMeoteg 


#0: a8 BIOS eae Lion fea fsevos To eimte®. 
' sufgeititiogs. iaco elt: Seeaere. 
HAT: beget vl dz, Agua Bit od bivew:foaat 


: . od BOL VEU —S. goat ao lifooube, hep? : 


“£itte tr yabome ent. Tiet-gio..10%o. tod ol#ekt-o. pet: tad? 


. ~ : - ‘ in. ie 
~aih ieivs ond olitiw. yehtov audte- nt - -botytaregog: gated 


335 


tricts were decreasing by almost $18,100,000, Winnipeg 
had inereasod by about $500,000. 
THE CHAIRMAN: Was this inercase wholly in the de- 


pression? 

HON. MR. GARSON: That will be shown by Table 9. 

THE CHAIRMAN: I thought the figures were from 1921 
to 1936? 

HON. MR. GARSON: Yous, that is right. 

THE CHAIRMAN: You sec, that was a period where for 
some ycars ther& was very marked prorpcrity. 

HON. MR. GARSON: There was marked prosperity, it 
ig true, but the peculiarily of school financing in Mani- 
toba is such, as I have poiuted out before, that even 
relatively prosperous conditions still leave obligations _ 
in these poorer areas. In other words, the whole basis 
is wppng. <A large number of school districts are quite 
incapable in the best of times to carry the burden of 
education. 

THE CHAIRMAN: That is a provincial problem. 

HON. MR. GARSON: Precisely, but my purpose in nee 
ing it up is to indicate the incrcmcnt which it ncoccssitates 
in our budget and which wo must take care of. To continue 
with the brief: 

"It cannot be argued that there was a greater 
desire to pay in the city of Winnipeg, because 
as a mattcr of fact the rural areas taxed them~ 
selves far beyond the limit of their ability to 
pay» This fact is shown in the following tabu- 
lation, which indicates the amount owing to the 
schools by the municipalities for school taxes 
in the area designated as rural Manitoba. The 


tabulation which follows shows an increase from 
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$754,858 in 1911 to $2,240,394 in -1L936%. 
Then I go to the first paragraph on page 24: 

"The figures presented in the preceeding 
tabulation do not give altogether an accurate 
rural picture becausc large amounts of arrears 
of school taxes have been written off. The 
Department of Education estimates that within 
the last five ycars the total amount written 
off has not been less than $250,000. It is 
obvious that the municipalitios are finding the 
burden of school taxation beyond their capae 
city to pay. If this burden were equalized it 
would be defensit: s, but as it <u. the burden 
bears most hearily on those municipalitics least 
able to bear it. Romembering that the saints 
pality pays the greater proportion of the total 
cost of schools, ‘the ability of the municipality, 
to pay, is all important, but this varies tre- 
mendously, as is shown by the following tabu- 
lation indicating the respective amount of as- 
sessment as between certain broad educational 
units on the basis of 1935 equalized assessments. 

Then the tabulation which follows indicates that on the basis 
of the 1935 equalized assessments, the amount of assessed 
value behind each teacher, which had to be supported in 
Winnipeg, was $161,760, and in rural Manitoba $86,100, and 

in all Manitoba, including Winnipeg and rural Manitoba, 
$105,567: 

"The inequity hereby revealed becomes, then, 
more startling when considered in the light of 
individual municipalities, data concerning 


which are presented in Table 10 on the following 


pages 
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I think in this table will be found the key to the problem 
with which your Lordship has been concerned, and that is 
why these districts cannot even in prosperous times carry 
their schools. Table 10 on page 25 shows that the average 
assessment behind each teacher in Stuartburn is $9,160,as 
compared with $161,760 for “Jinnipeg. 

THE CHAIRMAN: What is the situation? Just clarify 
that please. Is Stuartburn &2 municipality where the lands 
are sub-marginal? 

MR. GARSON: Yes, Mr. Chairman. 

THE CHAIRMAN: Tho standard of living must te? very 
low? 

MR. GARSON: Yes. 

THE CHAIRMAN: Is it a place where people are likely 
to move from into some better district? 

HON. MR. GARSON: I cannot say that I heve given the 
matter sufficient thought to have really formed an intelli- 
gent npinion conerning it, but such as I have formed is 
this: There is rather a tendency for--how shall I put it?-- 
sub-marginal people to drift into sub-marginal areas, and 
so far as the adults are concerned that is probably the most 
economic -disposition of them &hat could be made from that 
standpoint of shh state. They will function better there 
and be more satisfactory in every way than in any other 
disposition that could be made. But the crux of the present 
diseussion is this, that their children, who are the future 
oitizens of this country, should have the same standard 
of opportunity so far as primary edtcation is concerned as 

any other child. 

THE CHAIRMAN: When you speak of the character of these 
people, is it the moral, physical, or mental aspect you have 


jn mind? 


HON. MR. GARSON: It is rather difficult to say. It 
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is certainly not moral, physical, or mental. I would say 

it is acquisitional. They have not the same sensc of geot- 
ting along and making their own way, of holding their ond 
up, of dealing and management and providing themselves with 
the world's goods like other people. 

THE CHAIRMAN: There is no reason, then, why their 
children should not be capable, given a good education of 
being up to the ordinary standard? It is not a case of 
béing sub-normal? | 

MR. GARSON: No, not by any means. 

HON. MR. BRACKEN: It is more of an accident. 

HON. MR. GARSON: As Mr. Bracken points out, it is 
just as much by accident as by design that they are there, 
As a matter of fact, I think possibly one portion of my 
remark was a little strong. I might have bettor expressed 
it this way, that where you have a sub-marginal area it is 
rather difficult for anyone who settles there to have a 
substance that is above the average, and naturally his re 
vironment and subsistence will react upon him over a period 
of years, 

MR. PITBLADO: I think possibly the immigration system 
has had something to.do with it, if I might make the suggestion 
A good many of these people came in here as new settlers at 
a time when the only land available for settlement was this 
less desirable land, and as Mr. Bracken has said,they went 
on to those lands more of less by accident. They just drif- 
ted into those areas where they could get land cheap. I 
think perhaps that is a better cxplanation. 

HON. MR. GARSON: That is quite right. Turning again 
to Table 10, first there is a list disorganized municipal- 
ities, and then a second list of Weak Rural Municipalities, 
where the assessment per teacher varics from $20,000 as a 


minimum to $46,000 as a maximum. Then there is a list 
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of strong municipalitics, and just to show the variations, 

Maca nald has an average assessment bchind cach teacher of 

$201,000 which is highcr even than the city of “linnipeg and 
over twenty times as high as the first municipality named, 

Stuartburn. 

THE CHAIRMAN: Do they maintain higher cducatione?. 
standards in Macdonald than are found in some of the ee 
organized districts? 

HON. MR. GARSON: I do not think so. I cannot speak 
with authority on that, but the difference would not be any 
more than thoir financial advantages might permit. 

THE CHATRMAN: Could they not equalize the assessment 
to enable those with a higher assessmcnt behind each teacher 
to bear a share of the burden of the weaker municipalities? 

HON. MR. GARSON: That is precisely the point to which 
the brief leads, Mr. Chairman. I continue now at page 25: 

"The Biren yon eat and ts being forced to 
assume an ever-increasing responsibility in this 
regard, as evidenced by the fact that at the 
present time 237 school districts cmploying 
324 teachers are being administsred by official 
trustocs- Many of these districts operate for 
eight months only per year. Only eight dis- 
tricts pay their way and operate full time; others 
are in need of substantial assistance if they 
are to discharge their duty and obligations to 
the children. 

The whole situation indicates tho weakness 
of the basic method of financing, which does 
not fairly cqualize the burden of taxation for 
educational purposes. The situation can be 
priefly stated by pointing out that since 1921 


expenditures for education in rural Manitoba have 
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beon reduced from $9,323.619 to $4,417,696 


or approximately 50 por cent, despite an 
increase of $21,000 in the school population 
of which more than scven thousand is represented 
by secondary school pupils requiring a high 
standard of education. During the same period 
the city of Winnipcg has reduccd expenditures 
for education from $3,755,587 to &3,425,070-- 
a reduction of a proaimatecly cight per cent. 

Obviously the greater assessment per teacher 
has cnabled the city to very properly maintain 
its educational standards.” 
results of the present system: 

Decline in Teachers' Salarics 

"The average salary of tcachers in one-room 
rural schools decreased from $930 to $497; 
the average salary of princigals in one-room 
high schools from $1,781 to $931 per annum; 
the average salary of principals of two-room 
high schools from $2,250 to $1023 per annum; 
and of all classes of rural school teachers 
(including high school and elementary) the 
average salary decreased from $1,019 to $660 
per annum, 2 rocuction of over forty per cent. 
But during the same period in the city of Win- 
nipeg a firmer and broader tax basis restricted 
the reduction in average salory. The average 
salary in the city of Winnipeg had increased 
to $1,838 in 1931, and the present level of 
41,683, while approximately the same as the 
1921 level, was considerable below the 1931 


peak." 


The brief goes on to speak of the aeterioration of school 
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buildings, and I will just pick put the high-lights of one 
paragraph there which shovs that approximately 175 school 
buildings should be replaced, 350 are in necd of magor ro- 
patrs, and 100 achool districts necd additional accommodaticn. 
It goes on to mention the increase in the total of debenture 
debt, and the imparrment of normal school and inspectoral 
service. The next paragraph deals with the inability to 
meet the increasing necd for rural vocational training; 
Inability to Mect Increasing Necd for 
Rural Vocational Training. 
"The modern trend of education is towards 
the practical and more vocational type. This 
is particularly true in agricultural provinces 
such as Manitoba, where if agriculture is to 
survive it must be reorganized on a more scicn- 
tific basis. Students must be trained to under- 
stand and prefer rural life and to be capable 
of measuring up to its increasingly exacting de- 
mands. The fertile ficlds of the prairies that 
yielded abundantly in early years are now lass 
productive and require effective and modern farm- 
ing methods to produce on an economic basis. 
There are no longer any assured markets except 
fiercely competitive markets where only quality 
products can be sold. Moreover, the drift from 
rural to urhan centres, aggravating and increas- 
ing the unemployment problem, can only be succe- 
ssfully attacked in rural Manitoba by providing 
education which will give the student .n oppor- 
tunity to make himself self-supporting. This 
involves vocational training in rural high schools, 
but any such undertaking is not possible under 


the cxisting financial set-up. 
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Position of University of Manitoba 

The financial situation as it affects rural 
and secondary schools has been considered in the 
foregoing discussion. Mh eloe ton of the Un- 
iversity of Manitoba at the present time is one 
of approximately the same difficulty, due in part 
to depleted cndowments and in part to theo csc- 
onomic consequences of the depression. This 
problem has been in part solved by a serics of 
drastic economics of much the same nature as 
those made effedtive in the schools, namely, 
reaustior in salaries and restriction of sor- 
viess. The governmental grants have been de- 
ereased from $501,000 in 1939--30 to $257,000 
in 193#--38. The government recognizes very 
definitely the difficulties of the University 
and that these are in effect the same as the dite 
ficulties in the rural schools, namely, the lack 
of sufficient financial support to meet its 
full responsibility as an educational institution. 
The government believes that its primary res- 
ponsibility is for elementary education, but the 
needs of higher education must be considered. 
The requirementssof the University will be set 
out in detail in a submission to be presented by 
its Board of Governors. 

Decline in Amount of Appropriation of Department of 
Education and in Assistance Rendered by it. 

Table 11, which gives details of depart- 
mental expenditures for 1911, 1921, 1931 and 
1936, shows that during the period when the 
local school district revenues received from 


municipal taxation were declining and the services 
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wore boing impaired, particularly in rural 
Manitoba, the government of Manitoba, in order 
to mcet a continuing crisis in its finances, 
had also to reduce its assistance and services 
in every branch of provincial educational 
administration." 
This problem has been considered by various Commissions 
in Manitoba, and cxtracts from the diffcrent reports that 
have been made appear at the bottom of page 28 and on page 29. 
fhey are all to the offect, as tho Chairmai oointed out a few 
minutes ago ,that the only solution is to put the Educational 
administration upon a different financial basis. 

THE CHAIRMAN: Is not that a matter wholly for the 
province to deal with? 

MR. GARSON: Quite. 

THE CHAIRMAN: W hy does this form part of the material 
that it is necessary for us to consider? 

HON. MR. GARSCN: Simply this, Mr. Chairman, that as 
part of our case we are suggesting that there is a present 
budget deficicney of 11 hundred thousand dollars in education 
that has to be met, and we felt that we could not very well 
come here and suggest that, because it ties into the whole 
question of our financial obligations, without bringing 
forward aome evidence in support; but if your Lordship 
is satisficd with the evidence, I am quite content. 

THE CHATRMANE I am only raising the question that 
how you base your assessments:for your school districts 
is wholly a question for the province; it is a question 
of provincial policy. You say that it involves a larger 
provincial expenditurc? 

HON. MR. GARSON: Precisely, from the provincial 
treasury. In other words, the burden of land taxation in 


many of these areas, such as some of these we have ¢on- 
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sidered and othors that arc not coven as bad has rcoached 
a peak beyond which the law of diminishing rcturns would 
commence to opcratc. You could not icvy any more and got 
any moree So as far as these areas are concerned they can 
only be assisted from the provincial troasury. 

COMMISSIONER ANGUS: Your submission is thet even an 
equalized assessmont will not meot the situation? 

MR. GARSON: Quite so. 

THE CHAIRMAN: Improve it, but not meot it? 

HON. MR. GARSON: Yes, that is right. I think that 
puts. it very precisely. It would improve the situation, 
but in a great many of these arcas it would fall consider- 
ably short of mceting the sttuation. The only way it can 
bé met in those arcas is by assistance from the provincial 
treasury. Your Lordship has anticipatcd tho point I was 
going to make. [I have answered it, and now that disposes 
of all the material under the head of "Education" up to 
page 30. . 

The next heading in the brief is “Budgot Deficiency 
In Brovision For Public Works And Roads And In Matntcnance 
thereof," 9 will try to go over this fairly rapidly. This 
also is a provincial problem, but it requires money, and 
that explains the relovancy of this matcrial. The first 
question dealt with is Building Maintenance, and as pointed 
out in that paragraph on page 30: 

"Normal maintenance operations have not been 
carri9d on, but only those which the restricted 
appropriation would allow. It is impossible to 
eon inte with the present reduced appropriation 
without cneountering dopreciation of capital 
valucs and heavy expenditures to restore the 
same. Alrcoady the Department is faced With the 
problem of unnecessary depreciation, and in some 
cases of positive d’lapidation. It is estimated 


that for repairs alono the cstimates of the Do- 
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partment should be incroased-- 
That is for building maintenance: 
"--by not less than $50,000 per annum. 
Now Buildings 
The need for now buildings will be dealt with 
undor the department of Hoalth and Public 
Wolfare®: 
Then under the heading of " Administration of Labour 
Legislation, Accident Prevention, Employment 
Service of Canada" 
there is set out the nced for 282 increased expenditure of 
$35,000 per year. That is to take care of a more extonded 
scope of the Fair Jage Act and the Minimum Wage Act, a new 
Act which has becn passed within tho last year; also the 
Strikes and Lockouts Prevention Act, which has bcen very 
useful indecd in prevent strikes and svuttling industrial 
disputes. 
Under the hoading "Maintenance of Highways", at the 
bottom of page 31, is given a list of the various types 
of highways in the province, and commencing at the middle 
o” page 32 it is pointed out that since the fiscal year 
ending April 30, 1931,there was spent for the maintenance 
of goods roads in the year 1931, $966, 73,041 and for aids 
to municipalities in that same year $429,996.95." Aids | 
to Municipalities" is 7 term which is used to cover a build- 
ing of markct roads in the more outlying parts of the provin- 
ee, and in some cases grants are made to municipalities to 
aid them in their road building operations. There was 
expended in Aids to Municipalities in 1931, $429,000 in 
round figures. and in 1937,9139,000. Due to the depressed 
financial donditions the province has been forced as a mate 


ter of sheer neccssity to curtail that amount year by year, 


until it reached a low point in 1955, when the expenditure 
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was less than 50 por cent of what it had bcen before. 

The cxpenditure in 1931 is representcd to us by the 
enginecrs as being a normal one at =’ -ttimo, and during 
that intcrvel when these large amounts have not been spent, 
what has really bucn happening is that the capital values 
of these roads have been drawn upon. Insicad of maintaining 
the roads we have drawn upon their capital value. 

THE CHAIRMAN: You are not building new roads; just 
secking to maintain the cxisting oncs? 

HON. MR. GARSON: Just seeking to maintain the 
existing ones, and thoy have got into such a condition 
that it is almost a daily occurrence to read lotters and 
complaints, for instance, from hhe Motor Leaguc, about the 
terrible condition the roads are in, and the complaint is 
that we are not spending what we should in maintaining the 
roads in vicw of the money that “s paid by motorists in 
gasoline tax and licences. They canplain that they are not 
getting waluc for the money thus spont. As wo point out in 
the bricf: 

*The surface of the road has worn down below 
prairic lcvel in quite a number of places, 
necessitating groatly increased costs of snow 
removal, Each year secs additional requestsfor 
highways to be kopt clear of snow throught the 
winter." 

That is not the extravagance it might sccm because wo make 

as much out of the gasolinc tax by keeping the roads open — 
as we spend in doing so, providing we are careful in selec- 
ting roads where there is a reasonable amount of traffic. 

The Hon. Mr. Bracken has pointcd out to mo that my 

statement a moment ago in regard to not building new roads 
was not exactly correct, aud that our cxpenditures are not 


confined to road maintenance. We have been building some 
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now roads in Manitoba as uncmployment relicf work projects, 
under an arrangcment with the fedcral government, but I did 
not consider th-t road building in the ordinary sense. It 
docs not appcar in those appropriations at all. I Fite 
again from the bricf 
"Each ycar soos additional requosts for 
highways to be kept clear of snow throughout 


the wintcr. To do this economically rcequires-~ 


So the officials of thc department sation, ie 

"Phe rebuilding of a large mileage of our 
highways, the providing of edditional snow fonce 
and the purchase of sonsiderably more snow- 
ploughing cquipment." 

The capital valuc of somo of the roads has bcon so heavily 
drawn upon and their physical condition is so bad that in 
some cases it is impossible to oporate snow-ploughing cquip- 
ment over them. The whole policy in regard to road maintecn- 
ance has not bccn one of wisdom, but it has been forced on 
the government through neccssity, and in the long run it 
will cost the treasury a great dcal more than if adoquate 
provision had been made from ycar to year, at a figure com- 
parable with the expenditure -for maintenance for good 
roads in 1931. 

Then in the middle of page 33 is given a “Normal 
Budget for Maintenancc of Roads." 

Below is presented a normal budget for the 
maintenance of roads. This budget will not 
provide for increase in our present mileage of 
maintaincd roads. It will make no allowance for 
traffic increascs, nor allowanco for badly needgrd 
bottcrments. It will provide merely an effici- 
ent maintcnance of the miloage which the De- 


partment now maintains inadequately by reason 
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of tho present sovoroly reduccd cstimates: 


Provincial Trunk Highways 
and Main Highways $1,300,000.00 


Aids to Municipalitics 
More Sparscly Secttlicd 
Districts in Unorganized 
Territory, and Roads in 
Mining Arcas 400,90°0.00 
Total $ 1,700,000.00 
Tink CHAIRMAN: That is contrasted with the actual 
expenditure in 1937 of $484,000 for maintenance of good 
roads and $139,000 for Aids to Municipalitics? 
HON. MR. GARSCN: Quite right. As a mattor of fact, 
the figure given in the budgot is a little over 
$300,000 more than the cxpenditure in tho poak year of 1931. 
I raised that point with the departmental officials and 
they advised mc that our maintcnance has beon inadcqueto 
for "so Lone, >for six or!) soven yoars! That worwould require 
this emount from this point on in order ’to take lcare: of such 
rebuilding as is neccessary and also take care of current 
maintenance. I quite agrce that this might have been dc- 
veloped in greater dotail but perhaps the brief is ovor- 
loaded with dctail as it is. Then continuing with tht 
same paragraph: 
tThis amount, however, is considerably below 
the amount required to bring our highways up to 
the standard required by modern treffic condit- 
Tons. 
That statement, I presume, means this, that once the density 
of traffic gets beyond a sertain point, it is mpre cconom- 
jeal to have hard~surrace highways from the standpoint of 
expense alone, apart from any other advantage. The paragraph 
continues; 
"T+ will be observed from the foregoing that 


the increases required in the Department 
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of Public orks and Labour, over and above the 
actual cxpenditures for tho fiscal yoar cnding 
April 30, 1937 are for--" 

a total of $1,161,000.00. 

Next we come to the Seen at the bottom of 

page 33,"Budgct Deficicncy in Provision for Health and Publie 

Welfare”. YI will not deal with thet in detail but I might 

quote Paragraph 4, at the top of page 35: 

"4. Montel Defectives.--Our present acne 
modation for mental dc?edétives is aicquate for 
500 inmatcs. Into these quartcrs we have crowd- 
ed 410 pationts. ‘ic have on file 170 applications 
for admission to the institution and theso aro 
all urgent cases. Thero are at least 200 more 
known cascs which require institutional care. 
This necessitates an immediate capital oxpen- 
diture of $300k000 to provide accommodation of 
at least 250 beds, in addition to the $65,000 
Sdcitvonetovtne..,ortager las Prairice <4 447 on 
now under construction. 

Tho forty beds now being provided by this 
addition, which will be ready by next spring, 
and the inercaso in the cost of food, will mean 
an inercase in tho present appropriation for 
meintenance of %25,0( , As additional acc onmo- 
dation is secured, 2 further incroase of $300 
per paticnt for maintenance will have to be 
provided. If we obtain the accommodation req- 
uired wo will necd an appropriation of $215,000. 
for tho care of mental defectives for the year 
ending April 30, 1947." 

If all our troasury problems came no closer than that we 


would not need to wprry so much. 
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THE CHAIRMAN: Yhe situation might be vory much 
better very much worse. 

FON. MR. GARSON: Yes, but I think it is very proper 
that the gentlemen who prepared this report shoulda have 
looked forward in this way. Continuing with page 35, the 
brief points out that capital expenditure for patient seeone 
modation at our mental institutions and additional expenditures 
for farm buildings are urgently roquired at Brandon, Selkirk, 
Pram orvate (o Praivric, nequiring a total “or 855-000. 

| Then turning rapidly to page 37 dctailcd amounts are 
given of the requirements undcr the Department of Health and 
Publiu Welfare, and I would call ottention to the last item 
of $100,000 for Discase Prevention, which is immediately 
and urgently required and sh ould be provided at once. 
The paragraph on Discase Prevention appcoars on page 36, and 
the case that is made there is tht by tho expenditure of 
an extra $100,000 per year the cost to the provinee in the 
long run for institutional care and social service costs 
of one kind and another would be decreased. I strongly 
recommend the te.:'t of that scction to the Commission, but 
I shall not detain them now by reading it. 
Then at the bottom of page 37 we have this: 
Manitobans as Canadians Entitled to Reccive 
their Share of National Minimum Standard of 
Relief Without Wrecking Finances of Province and 
Municipalities in Order to Provide Such a Stan- 
dard. 

"te belicve that thore should be a reasonable 
minimim standerd of education, public welfare, 
reolicf and other social benefits provider: for 
Canadians in ell parts of Canada. ‘Je submit that 
the conditions which io have just described 
indicate - that at present in many respects 


that minimum standard is cithcr not being attaincd 
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in Manitoba or is in joopardy if the provinco's 
financial position is not improved. Not only 
are we uneble to provide out of provincial ro- 
venuc a@ proper minimum standard under all of tho 
headings wh have mentioncd, but tho fact is, 
as the Bank of Canada rcport indicates, that 
during the yoars of depression the province has 
been able to meet dobt charges and, at the samo 
timc, provide the scrviecs which it has rendorcd 
to its citizons, only bccause it has recoived aid 
from the Dominion government on a large sealc. 
This aid consisted of dircct loans, Dominion 
guerantocs and Dominion share of Manitoba relief 
and reached an cstimatcd total as at March 31, 
1957 Of no less. than’ $51,750,588.00. ‘This 
amount of moncy was granted, lent or guarantoed 
by the Dominion when it would have bcon impossible 
to secure it “hero veh the ordinary commercial 
channels. In other words, if thc Dominion govorn- 
mont had not granted, lcnt or guarantccd this 
money to the Provinee of Manitoba, tho province 
would have been forccd to ‘=fault." 
CCMMI SIONER SIROIS: Have you the amounts separatcly 
for the figure you have just quoted? 
MR. GARSON: T he separate amounts are in the Bank 
of Canada rcport which appears as Appendix B in this 
brief. 
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From the foregoing explanation of the trend of 
provincial finances in western Canada generally and in 
Manitoba in particular it is obvious that a continuance 
of the present policy means that those provinces 
for which the need for social aszistance is greatest are, 
largely as the result of the conditions that created the 
need, the least able to provide such assistance. The fact 
that not only Manitoba, but also Saskatchewan, Alberta and 
British Columbia have had to go millions of doliars 
into the debt of the dominion government as the only 
source whence they could secure money for relief is con- 
clusive proof of it. 

At page 91 of this brief we give a summary. Perhaps 
I might give here the breakdown as set out on that page 
of the brief: 

, Dominion guarantee re provincial savings 

office and covering funds to provide for 


Pay MienGrOPeO bli gations... 6... seciceess $i1S, 7505588 


Dominion loans to assist in 
financing relief, {estimate to Marsh 


o1, I iss tscg vite arava te oe ee OR ele Dees aws 19,000,000 
& 31,750,588 


Dominion “ovarrment’s share of 

relief costs, (estimate to March 31, 
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Total assistance in the form of 

loans, guarantees and dominion relief 

expenditures (estimate as at March 31, 
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THE CHAIRMAN: In that statement you speak of 
the dominion government's share of relief costs. 
I thought the dominion government itself bore a share 
which was not charged against the province. 

HON. MR. GARSON: Quite Sor ihy lord,” but the state- 


ment is that the province has received it in the form of 


loans and guarantees, and the $51,000,000 odd is the agsre- 
gate under these three headings. 

THs CHAIRMAN: I do not understand why it is put in 
that form. 

HON. wR. GARSON: I have merely quoted from the re- 
port. 

the Honourable Charles A. Dunning, in his budget 
speecn on February 25, 1957, reported that as at February 
15, 1937, the western provinces owed the dominion the 
following sums for relief advances only: 

DS IVOUo ness ve es secs cs ¥en ce eens s G 10,415,050 

PI EU CL ONG ehe so )e' 0b e sie on eis 6.8 s 6 ofevece Di, OVS ,7 Ld 

BeOreS LAMM Ses |S eS" s ate 4 eT ei si sie eo terere eG che eles 20,759,748 


British COATT RI a ta eared ae tahcuers terataus toreve 50,545,079 
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Next I come to the material given under the heading 
"The Insuperable Disadvantage of Financial Plan of 
Confederation is that it will not work.’ 

The natural economic disabilities whicn affect citizens 
of this province, to say nothing of the economic disabilities 
under which they suffer as the result of certain branches 
of dominio. government policy, do not disentitle them to 
a national minimum standard of social benefits. This 
they are not now receiving in proper iteasure. 


THE CHAIRMAN: When you say that governmental policy 
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does not disentitle them to a minimum standard of social 
benefits, do I understand that you are seeking to 
establish a new principle as to the financial basis of 
the relations between the dominion and the provinces? 

In the past, the standard of social well-being has 
never been recognized as a principle. 

HON. MR. GARSON: I believe that is right, my lord. 
It is, in fact, a new standard; but I submit that 
merely because it is a new standard is no proof that it 
is unsound. We are faced here -- I am dealing with the 
text of the brief on page 38 -- with the condition in 
Which at least three of the provinces of Canada find 
themselves insolvent. 

For some years past they have not been paying current 
expenditure including relief, which is by any proper 
test a current expenditure. They have not been able to 
borrow for relief purposes or, more realistically and 
accurately stated, they have not been able to fund their 
deficits in the money markets -- because that is what it 
amounts to. 

If the dominion government had not lent the money 
with which tomeet their current expenditures, including 
relief, they would ave long since gone into default. 
Whatever therefore may be the theoretical disadvantages 
or advantages of the financial plan of Confederation, 
it has an insuperable practical disadvantage in that it 
will not work. It has not worked in any of the three 
prairie provinces for at least five years. 

The Honourable Charles Dunning commenting on this 
Situation, said in the House of Commons: 

" May I point out that if we continue along the 


road we have been travelling we shall soon reach 
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the point at which, in connection with several of 

the provinces, the dominion will be the principal 

creditor. Indeed, continuing at the rate at which 

we have been accumulating o bligations of this kind, 

we may be sure that we have not far to go until 

we reach the stage where the dominion might be the 

majority creditor of a province. Is that a desirable 

condition into which to drift? We have only to 
continue drifting along the lines followed in the 

past five years to reach that situation within a 

measurable time." 

Not only has the financial plan of Confederation not 
worked, but there is no indication that it will work for 
all provinces, even with the return of such normalcy as 
we can legitimately expect. 

To prevent the western provinces and municipalities 
being forced into default, Canada must provide an 
alternative plan which will work; or be prepared to face 
the inevitable consequences of such default to the 
business and financial world and to the credit of Canada. 
Advantages to Industrial Provinces under Confederation. 

We have set out the position of the Manitoba treasury 
after 67 years of Confederation. We have seen that the 
dominion-provincial plan of Confederation was unsound fron 
the beginning and that this has contributed in large 
measure to the treasury problems of Manitoba. But since 
the question might be raised as to why Ontario and 
Quebec have been able to prosper under this same plan 
and other provinces have not been able to pay their 
way, it is pertinent to quote the Honourable Mr. Rogers, 


writing in The Canadian Forum, December, 1934, under the 
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title "One Path of Reform," as follows: 

4 The tendency of the tariff system of Canada has 

been to concentrate manufacturing activity in the 

provinces of Ontario and Quebec, whereas the burden 
of maintaining the protective tariff has been dis- 
tributed throughout all the provinces and falls 

with particular weight upon those provinces whose 

income is derived chiefly from primary production 

and export markets. The abnormal concentration 

of manufacturing activity in the central provinces 

has had important effects upon the productivity 

of income taxes and corporation taxes in the various 

provinces. It has increased to a marked degree the 

number of companies subject to direct corporation 

taxation in the provinces of Ontario and Quebec. It 

has also contributed materially to the larger cor- 

poration and individual incomes of these provinces. 
It is not too much to say that the protective 

system has fertilized the income tax field in 

Ontario and Quebec by a process which has resulted 

in the partial impoverishment of tnis field of 

taxation in other provinces whose economic development 
has been prejudiced by the effects of the fiscal 
policy of the dominion.” 

THE CHAIRMAN: That, I sugjest, is placing too much 
stress upon one particular policy. The seographical 
position of the central provinces, with their water power 
and other factors of that kind, would have produced a 
concentration of population and of wealth under any system 
of tariff as compared with provinces in which there is 
limited industrial development. 

HON. MR. GARSON: I fancy, Mr. Chairman, that the 


idea which Mr. Rogers is attempting to develop here 
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is not merely the concentration of wealth in the industrial 
provinces but the process whereby that concentration 

is intensified to the impoverishment of the other 
provinces. 

COMMISSIONER DAFOE: Mr. Rogers uses the word 
"abnormal 

HON. WR. GARSON: Yes. 

THE CHAIRMAN: Mr. Rogers, prior to that time, had 
prepared a brief in connection with the Claims Commission 
in the maritiie provinces, where the tariff was one of 
the main points stressed, and possibly he had in view a 
particular situation in preparing his brief, and retained 
that view just as Lord Haldane retained, even after he 
became a Member of the Judicial Committee, certain views 
which he held while at the Bar with respect to the 
interpretation of the British North America Act. It 
may be therefore that after Mr. Rogers had ceased to be 
an advocate in the province of Nova Scotia, tne impression 
he there formed remained with him and led him to place 
undue emphasis upon one phase of the matter instead of 
taking a more comprehensive view of the situation as a 
whole. 

HON. MR. GARSON: Of course, Mr. Chairman, one's 
view of the opinions held by Mr. Rogers and of what has 
happened to his tninking would depend upon whether or 
not one agreed with hin. Agreeing as I do with Mr.Rogers, 
I am inclined, with due respect, to take issue with the 
view you have just expressed. 

As an example of this situation as indicated in 
the quotation I have just read, let us compare the various 
incone groups paying dominion income tax in Manitoba and 


Ontario, respectively, in 1935-36. In this connection 
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I would refer the Commission to table 12 at the top of 
page 40. The total amount of income tax collected by 
the dominion in the two provinces of Ontario and Manitoba 
in the same year, 1935-36, the first noteworthy point 
is that the total collections in Manitoba were 
$1,043,179.17 whereas in Ontario they amounted to 
p16 ,806, 390.74. These, by the way, are tax collections 
fro.: individual tax payers rather than from corporations. 
But what is more noteworthy still is the distribution as 
shown by the various income brackets. In the income 
bracket of $350,000 and over there were 152 tax payers 
in Ontario who paid a total tax of $6,216,354.46. 
There were none in Manitoba. In the income bracket of 
$45,000 to 350,000 there were 36 taxpayers in Ontario 
who paid a total of $401,622.51, There were none in 
Manitoba. In the income tax bracket between $40,000 
and $45,000 there were 56 taxpayers in Ontario who paid 
$515,309.99 while in Manitoba there were 5 who paid 
BoU,7ES.L0 . 

Let me go on to cite another example -- and I 
admit freely that it is not an illustration of the oper- 
ation of the tariff because as a matter of fact 
I believe it proves the point which your Lordship touched 
upon a moment ago, namely, that in part the advantaze 
arises from factors other than the tariff. It illustrates 
however the difficulty in which Manitoba's treasury 
finds itself, and illustrates i+ waite as much as these other 
figures do. 

As another example we may cite the case of one 
of the largest mercantile corporations in Manitoba. This 
corporation, although having its head office in Ontario, 


has millions of dollars invested in Manitoba, upon which 
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large sums are earned as interest and profits. Yet 
very little personal income tax accrues to Manitoba 
from these earnings, and a careful search made in our 
succession duties office fails to reveal a single cent 
of succession duties having been paid in Manitoba in 
respect of stock held in this company. This statement 
will explain in part why, for the fiscal year ended 
April 30, 1936, Manitoba succession duties collections 
were $375,044.60, whereas those of Ontario were 

$11, 984,720.55. 

COMMISSIONER ANGUS: As a matter of fact, do we not 
find the same condition in any country that has really 
attracted foreign investments? 

HON. MR. GARSON: I think that is true, Mr.Commissioner; 
but it is none the less one aspect of the treasury problen, 
and where investments happen to have been made by residents 
of another province the effect has been to transfer the 
profits from the one to the other. I think there is 
something more than simply a theoretical significance 
in the foreign investment situation. 

COMMISSIONER ANGUS: Is it not reasonable to say that 
the people in the country in which foreign investments 
have been made may be better off, with those investments, 
than if they had not been made? 

HON. MR. GARSON: Would you mind repeating that 
question, sir? 

COMMISSIONER ANGUS: I was suggesting that the country 
in which the foreign investment is made may be better 
off as a result of that investment than if it had not 
been made. Canada as a whole, at one time or another, 
has attempted to attract foreign investments. 
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COMMISSION=R ANGUS: Has that been prejudicial? 

HON. MR. GARSON: Not at all; but with due 
respect I suggest that that is not the principle I am 
trying to discuss here. What I am suggesting has nothing 
to do with foreign investments in Canada, even by way of 
illustration, Where ,however, you have Canadians in 
Ontario drawing profits from Manitoba, when in relation to 
Manitoba they may be said to be foreign investors, you 
have a good reason for putting into effect a financial 
plan which will take cognizance of that situation. 

THE CHAIRMAN: If that argument were followed 
to its logical conclusion, it would lead to the suggestion 
that the dominion should take over the income tax field, 
because income is derived from investments made throughout 
Canada. Is that your suggestion? 

HON. “MR. GARSON: No, my lord. If we do not go 
as far as that it is because of the embarrassing financial 
necessity under which we have had to operate. We say 
that it is not a solution of our financial problem for 
the dominion to retire from the income tax field, because 
we take the view unequivocally that it is a desirable 
condition to have the dominion collect income tax and in 
that way effect a redistribution of wealth. 

COMIISSIONER DAFOE: is it nota fact.that if fhe 
conditions to which you refer continue it will foster 
the movement, already well vader way in the provinces, 
of encouraging, by means ov a disguised form of protection, 
the creation of native industries within the province? 

HON. MR. GARSON: It has already nad that effect. 


Something of that sort nas been attempted. 
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COMMISSIONER DAFOE: I believe it has been done in 
a tentative way. 

HON, MR. GAPSON: At the present time we have 
an income tax of our own, and we have a special income 
tax of a very onerous character, the sum of the two 
being a buttress to our treasury which we could not possibly 
do without. We are therefore not in a position to 
speculate theoretically as to what we should like to 
have. We must have that revenue in order to carry on. 

LT however we were not under that necessity, I say 
unhesitatingly that, as the Chairman has pointed out, the 
necessary cOmllary to the argument that I have made 

is that the dominion should collect all income tax. But 
the fact is that we cannot take that pasitian here -simply 
because we need revenues, 

THE CHAIRMAN: I am not suggesting that it would 
be wise orunwise, but it would appear to be the logical 
outcome of your argument. 

HON. MR. GARSON: I come now to the heading, "Manitoba's 
Taxation in Relation to Income." 

TH CHAIRMAN: You have many industries -- 

HON. MR. GARSON: Oh, yes. 

TH CHAIRMAN; --- which enjoy the benefit of 
protection? 

HON. MR. GARSON: I think they do, perhaps, but not 
to the same extent as do the eastern industries. So 
far as that is concerned, however, I cannot pretend to 
speak as an expert. 

THE CHAIRMAN: But is it not the same tariff that 
protects them both? 

HON. MR. GARSON: Quite so; but I think your Lordship 


will agree when I say that the same tariff might afford 
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greater or less protection according to the circumstances 
affecting the particular industry. Although, as I say, 
Ido not pretend to speak as an authority with respect 
to the tariff, I suggest that one of our difficulties 
in that regard is that most of our industries in which 
really large amounts of money are invested are processing 
concerns and flour mills that cannot in the nature of 
things derive from the tariff the same degree of protection 
that can be afforded a manufacturing plant turning out 
automobile parts, textiles and commodities of that sort. 

THE CHAIRMAN: But the industries to which you 
refer receive sufficient protection to prevent serious 
American competition? 

HON. MR. GARSON: I am afraid I cannot speak 
authoritatively on that point, my lord. However, 
Dr. Grant, who is our tariff expert, tells me that these 
industries do not get any protection, and in the absence 
of other advice I am prepared to accept his statement. 
Coming now to Manitoba’s Taxation in’ Relation to Income: 

Dominion tariff policy, dominion monetary policy, 
certain inherent disabilities elaborated elsewhere in 
this brief, the crop failures and low prices of recent 
years, all have so reduced the income of Manitoba's 
citizens, while simultaneously creating demands upon the 
provincial treasury, that, in spite of the uost rigid 
economy in the general expenses of the government, the 
percentage of income collected in provincial and municipal 
taxes in Manitoba had come to be the highest in Canada in 
19353. Yet this was in spite of the fact that Manitoba's 
per capita municipal and provincial tax receipts actually 
decreased from $34.66 in 1926 to 33.55 in 1953, 
although they increased in all other provinces except 


Alberta and Saskatchewan. 
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Similarly, although the net public debt of the 
province only increased by a smaller proportion in Manitoba 
between 1926 and 1935 than in any other province of 
Canada on a per capita basis in this same period, this 
same debt, as a percentage of income, showed a rate of 
increase just about equal to the average for Canada. 
Manitoba's aggregate municipal and provincial public 
debt, as a percentage of income, was second highest in 
Canada in 1933. 

Manitoba's debt and taxation problem can be stated, 
therefore, in either of two ways. It can be said, agin 
Part V, that the burden of debt and taxation in Manitoba 
is high in relation to income; or the relationship can 
be stated in an equally correct anc perhaps less misleading 
way by saying that since public debt and taxes both arise 
in rescect of services rendered to individuals by the 
government, the extent of those services, as measured 
by either per capita debt or per capita taxation, being 
approximately equal to the average of all provinces, is not 
at all out of line in Manitoba as compared with other 
provinces. In fact, having regard to a variety of 
provincial problems and disabilities not arising 
from its own policies which are elaborated elsewhere in 
this brief, it is a modest provision. The gist of the 
problem is the income of Manitoba's citizens, which is 
low in relation to public debt and taxation. The 
lowness of provincial income is caused by the disabilities 
which we have just referred to but the precise effects 
of which, although undoubtedly oppressive, 
are difficult to isolate and measure; and by dominion 
monetary and tariff policies, the effects of which we have 


measured in Parts III and IV of this Hriesi. 
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Main Causes of Manitoba's Treasury Probien. 
The main causes of Manitoba's treasury problen, 
therefore, are: 
mal The fact that the nation and its provinces 
are trying to work under a Constitution and a 
financial plan which is part of it, both of which 
were conceived upon the basis of a social 
philosophy quite different from that under which 
governments have to meet the demands of to-day. 

2 The fact that the financial plan of 
Confederation and its amendments from time to time 
erroneously assumed that increases in the expenditures 
of provincial government would be proportionate 
to population; that the economic advantages of 
all the provinces under Confedsration would be 
approximately in proportion to population and that, 
therefore, the provinces could be adequately and 
justly subsidized by equal payments, in proportion 
to population. 

Be The fact that the judicial interpretation of 
that Constitution and that plan has cast tne 
responsibility of fulfilling the new demands for 
social service and relief upon the limited tax base 
and variable and varied taxable capacity of the 
provinces, whereas the economic fact 13 that such 
responsibility can only be sustained by the unlimited 
tax base, and the more niform taxable capacity of the 
whole nation. 

4. The fact that the adverse effects of certain 
Gominion policies and of other disabilities have 

been to lower Manitoba's provincial incoiie to the point 


at whica it will not sustain a reasonable per capita 
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burden of public debt and taxation. 

De: The fact that due to the adverse effects of 

dominion policies and other disabilities, and to 

its attempt to discharge responsibilities quite 

peyond its financial capacity, Manitoba has 

accumulated a capital debt, the charges upon which 
absorb almost 50 per cent of its budget on current 
account." 

The problem as distinct from its causes, is 
clearly that of restoring balance to the budget on current 
account of the province of Manitoba. 

It is scarcely necessary to say in reply to those 
who point out that this budget has shown a surplus during 
the past three years, that this condition of apparent 
balance leaves out of account; 

l. Net capital borrowings for relief which, 

for the period between April 30, 1950, and 

April 30, 1937, amounted to Boo, (00,5 Ue lis 

and which for the last fiscal year ended April 50, 1937, 

were over four million dollars. 

Be Deficiencies in the appropriations for: 

a. road and building maintenance, 

b. the care and housing of the insane and 
mental defectives and other public welfare 
charges; 

e. educational grants. 

All of these deficiencies are false economies. Some 
of them will eventually and inevitably involve the province 
in the expenditure of larger sums of money than a prudent 
provision would entail. 

I next outline these numerically to show their money 
value. Tha total $2,543,500, which is inclusive of 
that item of $100,000 for disease prevention. 
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Tho tablo that follows is mcercly a ropotition of 
the metoriel dcvcloped previously. Tho third factor 
which is ignorcd by anyonc who suggosts that a budgot 
on currcnt eccount is now in a state of balancc is the 
fect that provincial rovcnucs includc the substantial 
procccds of cortain taxcs, thc imposition of which ere 
justificd only upon the basis of cmergency. The Special 
2% Incomo Tex is said by many to fall within this cato- 
gory. The colicctions from this tax during the last 
fisecol yoar worc $1,825,388,59, For the benefit of 
those i the Commission who arc not familicar, porhaps, 
with our 2% tax I think I should digress for < moment 
to give some of the highlights of it, Lt was originally 
imposcd in 1933 and it was a e por cont tax over and 
above ell other incomo taxes upon ell incomes in the 
provinces, chargcablo upon marricd porsons with incomes 
of $960, and ower and upon singlc persons with incomos 
of $480. or over. Once the tex pryors incomic rcachcd 
the figure et which he becanc Liable thcro wes no cxemption 
of any kind or doscribtion. The tax payor then bccame 
Lieble for the whole of tho 2 per cont tax. For cxamplc, 
a marricd mn with six childron, if he got $959, was 
exempt; if ho got $961 ho head to pay & fox of G19sece 

MR. CHAIRMiN: Was that because the act was framed 
that way? 

HON, MR. GARSON: Quite. I am not at ell defending 
or attacking it; I am stating 4 fect. Thc tax was called 
& wage tax bocausc it was collecctcd at source from the 


wago carncrs ~ who contributed by far the largcr porecntago 


of the proccods — by the omployor, a8 & rovonue officer of the 
Crown. That dovicc was cmploycd to got around tho qucstion of 


direct and indirect texation. The two porcent was collected 
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by tho omployer and remittod diroctly to tho Troasury. 

it is an oxtromcly fruitful tax, an cxtromoly cheap tax 
because it is collestcd at sourcc. All thet is noccossary 
is to have a staff of clerks to kecp track of the 
collections. Unofficially it is a retrogressite.taxi* It 
was @ quick tax, and was put on in 1933 to mcoct an 
emcrgeney, and has been on covczr sincc, 

THE CHal RMAN : I supposco one of tho rosults has bcon 
that the tax paycrs show a grcatcr intcrcest in the 
Government. 

HON. MR. GARSON: ‘They most surely do, <As matter of 
fact thoy took such a great intercst in the govornmont in 
the last clection they almost ccoascd to be a government 
on that vory issuc. 

THE CHAIRMAN: That is one of tho ideas that Sir 4.T, 
Galt had in mind in regard to diroct taxation, He thought 
that it would discourage cxpcnditure, 

HON, MR. GARRISON: I would cortainly suggest no 
potter oxamplo of his foresight in that regard than this 
particular tax. 

In 1936 tho income figure at which tho tax eens into 
effect against marricd porsons was ine reasod fran$960 to 
$1200, In 1937 the income figure at which the tax came 
into cffect against singlc porsons was inercascd from 
#480, to $600; and it was provided that in arriving at the 
figure at which a marricd person woulda become taxable ho 
should bo allowed over and above his $1200. basie exemption 
an additional g200.00 for cach child. It did soom very 
harsh upon a man with once ehild if the law -- 

TH CHAIRMAN: Without discussing what thc limit should 


be bocausc opinions differ, is it not a good thing in the 


National intercst to have cveryone who is able to pay a 


tax contributc somthing to the government of the sountry? 
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HON, MR. GARSON: It is a very good thing, Mr. 
Chairman, As a mattor of fact letcr on in my briof I am 
going to suggost that one of thc best ways to finance 
uncmployment would be for the government to put on a tax 
of that charactor and finance it as a current cxpcnso 
instead of borrowing moncy to finanec it, Unfortunatoly, 
at thc prcsont timc the opposition is this so far as 
Manitoba is concerned: wo arc the only ones apparently, 
who have secon the virtues of this tax. 

THE CHAIRMAN: It is an intcresting fact that you 
are still administcring the affairs of the province, 

HON. MR. BRACKEN: I submit it was for other reasons 
than that, your Lordship. 

COMMISSIONER D.FOE: The $1,100,0C0 would be further 
increascd if futhor sums were given to the University? 

HON. MR. GsRSON: Yos, it would. 

COMMISSIONER DsFOS: This provides or the maintenanco? 

HON, MR. GARSON: Tho $1,100,000 is provided to 
meet tho nocds of rural wa ee lain ron ee There is nothing 
in that for tho Univorsi ty. 

COMMISSIONER DAFOE: Nothing at all? 

HON. MR. GARSON: No, The 6hairman said a fow 
moments ago that wo arc still carrying on as @ govornnent. 
Woll, in the last provincial cloction both the Conservative 
party and tho Liboral party plcdgcd thomsclves to the 
repeal of this tax. In tho least eloction evcry opposition 
party favourcd adjustment of intcrost rates, and in the 
one vote which we have had so far on the 2 per cent tax 
wo wore able to carry it by a vote of 29 to 25 after 4 
long and bittor debato, with the assistance of the ma jority 
of tho Social Credit party. So I think porhaps 4 bare 
recital of these facts will cnable tho Chairman to roalize 


to what cxtcnt his stetoment is truc. 
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THE CHaIRMaN: Tho statomont is FLUO, uledid not 
meen to suggcst that it was wholly duc to this tax, 

HON. MR. GsRSON: Quite so, 

THE CHsIRMSN; I presume tho finoneial record of the 
governmont is, no doubt, one of the factors which has helped 
you in the situation. 

HON, MR. GsRSON: I bolicve unquestionably so, Mr. 
Chairman, I now turn to the top of page 435, In addition 
to the urgently required current inereases in expenditure 
above noted, the following capital oxpcnditurcs are 
required to provide accommodation for the mentally 
discascd and montally dcficicnt. Thc amounts involvcod 
are scot out in thc table and thcy amount to $835,000, 

Tho first item of $500,000 is required some time within 
six ycoars, I think wo can dismiss that frbm tho presont 
eonsidcration; but thore aro buildings immediatoly required 
totalling $335,000, 

THE CHalTRMAN: No doubt the problom of the insar 6: 
and tho mentally defective is a very serious onc, 

HON. MR. GARSON: It is an almost impossible situation, 
The money has to be provided some way or other. You cant 
have them running around. It is therefore abundantly clear 
that from any rational and realistic vicwpoint the 
budget on curront account of tho Province of Manitoba is 
actually out of balance by a much larger sum than tho four 
million oda dollars which it was necessary for the province 
to borrow for reliof purposes from thc Dominion in the last 
fiscal year onding april 30, 1937. 


ALTERNATIVE MGTHODS OF B..LANCING MANITOB,'S 
BUDGET ON CURRUNT s.CCOUNT. 


This budgot, likc all others, can be balanced by 
incrcasing rovonucs and/or decreasing exponditurcs, 


Certain hypothotical mothods have boen suggosted. 
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We submit the following as bcing worthy of 


examination, viz: 


TO INCREAS!) MANITOB\'S REVENUES: 


1, By an onlargcmcent of the provincial ficlda of 


taxation by empowering the provinces to impose dadircet 


as woll as diroct taxation, 


or; 


é- By increasing the Manitoba Govornmentts revenue 


by financial assistence from thc Dominion treasury in ono 


or more of 
problom of 
taxation). 
(a) 
(b ) 


(c) 


(4) 


the following forms, (leaving untouched the 


taxable capacity and the present fields of 


by an increasc in subsidy; 

by the Dominion’s abandtning the ficld of 
direct taxation, 

by a sliding allowance to the provincial 
governments on a basis of the disadvantage 
to thom rae is fron Dominion policics, 
as established by a cortain indcx to be 
agreed upon; 

by distributing on a per capita basis of 
rEaner population among thc provinces, the 
procecds of a special tax to be levied by 
the federal governmont throughtout the 
entire Dominion, sufficisnt to cover the 


whole cost of relicf in all provinces, 


TO DECREASE MANIMBi'3 BAPSNDITURES: 


5S. By reduction of expenditures: 


(a) 
(b) 


(c) 


for general cxpenses of govormmen't; 

for debt charges by debt conversion at 

lower rates of intorest; 

by roducing the rate of incurring of new debt, 


which under presont conditions, can only take 


* 


a 4! } by 
: wa) Dod. be ry) n pot 
: on) aoe a aa v7 wy 
f iene gilt ; . ae at Te. sb 
‘a coe i, a 
con 7 » 7 7 


ot 
i 


[ 
we t 


| | sous tot anand 
rrr | ‘ace a ee ee 
meow ) agar tiiant wait! ysteomesth ya Gg 

; shod oct work op mutates Astolisabt ei 
iy gioois Reo antwoi tel ans 8 omer sto 
een date. cin longs sated nb stort ” 


“ie _staolsekay 
eis Ni 5 ieSindes fcr éibtad no xd {ny 
wane gaxkudbrnds a? matakeot ae vd dice 
ay): % Mal ae ” jmoit stag toons” 


Heap berg ons =F oNdowolSs atti a ee we 6h 
il amas ont Xo wiead a 26 23 LORNEOWOR . i" 
(POPSL EME aetttxot coit pit eLeeot aaieed 


SRN eka Ghats » es Sidudteneed Ber ph 
aot + coh hastss 


té mbar oirtiqis sag, tte wkd ad ed ot B ee. ta} / 
gt esnives3 Salt | gtian cobhs Gigeg $ob-tos ' 
vit SueeE Sd et aad intscga 8 6 abooporg 
‘one Manor digslorind Piotr oR Lianobok ont 
ods FONG OF Fabiettiwes ,dohtteot ork 
.aoudkrony Ets at roi int te teen wkorlw 
vers car aon init wewiasknct a 


SaUEIN i cogro to gobfenhet wa ae 


Aidematcvoy re toimedus istentag tot (ad 

jn aotetratman teob ed séatede té08 oe tae 
jtavtaiat to sodou téewol 

Odsh "ou Zo ‘pep odinsth te otot end sntoubod ed (3) 
SREY ¢teo my panotehtagd Snover, +sban eekee 


5858, 


the form of cnabling Manitoba to 


refrain from borrowing to financo rolicf, 


4. By the Dominion government's assuming the 
responsibility for and paying a larger part of tho costs 
of social scorviccs and relief, 

THs LSSENTILLS OF .. NEW 
FIN.NCIuL PLAN, 

In weighing these hypothctical solutions it is first 
neecssary to dctcrmine tho csscntials of the now syston af 
Dominion-provincial rclationships which we scck as a 
soluation of our proscnt difficultics, 

The original tcorms of Confcderation assigned ccrtain 
rospons. bilitics to the provincial governments. The 
trond of judicial dccision has bcen to widen rather than 
to narrow thc scope of these responsibilitics. «a8 Rea. 
MacKay points out, “Nor is it possible for tho Dominion 
itself to porform thosc functions ontrustcd to the 
Province. If the Provinec docs not perform them, thoy 
remain unporforncad with the result that the whole schene 
of governmant cstablishcd by the British North America 
Bet breaks down. Tho porformance by tho Province of its 
propor functions is thus vital to tho continucd existcneec 
of the Dominion as well as of the Province itself." Thus 


it is cssential that woe have a practical plan. 


IT MUST BZ 1 PRsACTIG.L PLN WHICH 
WILL CONTINU“ TO WORK UNDER CH..NGING 
CONDITIONS . 
It must work in the sense of cnabling the wcoakest 
province in Confccorction, if cfficiontly menagcd, to 
a@ischargo its rcsponsibilitics now and in the future 


without drifting first into debt and then into default. 


If a proposed plen in this scnse will not work am will 
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not continue to wrk, in the faco-of changing conditions 
and political thought, thon thoro is no usc considoring 
it. 

Since the presont plan so obviously does not work, a 
fundemontel change is thorcfore necdcd. How should we 
approéch that change, Should we approach it as the Fathers 
of Confcderation did or intcndod todo, that is, by 
sctting up a strong ecntrab goverment and an inoxpcensivc 
kind of provincial machinery to do a slight amount of local 
work? We suggcst that, with the advantages of hinsight, we 
now know onough about the cost of provincial administration 
in Sanada to think that with the groatest conccivable 
limitation upon provincial powers and function, provincial 
govornmnet could not be carricd on in the inexpensive 
mennor cnvisaged by Sir 4.,T, Galt. This is particularly 
so in wcostom Canada, where provincial probloms arising 
from variability of incomc, dependcnee upon export markets, 
population dispersion, and submarginal scttlomcnt exist, 
of which tho Fathers of Confcdcration could have haa no 
conecption. Morcover, in view of the volume and extent 
of servicos now domandcd by people from governments cvery- 
wherc, it is impossible to suppose that provincial govern- 
ments could be operated with Dominion subsidies and 
territorial rovonucs without imposing reasonable direct 
taxation, 

To maintain the services now domanded of federal, 
provincial and municipal govormmments in Canada, taxation, 
which in the aggrogate is much highor then that roquired 
to financo the laissoz-feire conception of governnontal 
rosponsibility in 1867 is now essential. The problem 
is to reallocate between the provinccs and the Dominion 
functions of government and fiolds of taxation, that 


the cost of maintaining nocessery sorviccs will not be 
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incroascd by ovcr-lapping ond will be so cquitably 
distributed thet there will not be pleccd upon dcrtain 
ccononmic regions or cconomic groups insupportablo 

burdens which in thomsclves create discquilibrium in 

tho national cconomy anc thcroby diminish the netional 
productivenoss and create uncmployncnt. ind indispcnsable 
requisite of any such roallocation is that the government 
icft with a function to discharge shall in fact have, and 
continuc to have, a sufficiont rcevenuc to discharge 

thet function along with all others for which itis VGLt 
responsible, 


PROPOSAL TO ENLARGE PROVINCL.L FIELD 
OF Tic..TION. 


Lo$ us cxaminc the proposal to enlarge the provincial 
ficla of taxation, for cxanple, by pomitting the provincecs 
to levy indirect taxcs. Thoro are soveral objcctsion to 
this proposal. 

Firstly, the taxable capacity of Menitobe, if not 
westorn Canada, has already bocn oxploitca to tho full 
within Eee present ficla of dircet taxation. xcopt to 
tho en therefore, that changos in national policy 
or in othcr conditions affocting provincial income 
inereascd Manitoba's texablo capacity, there would be 
no purpose in its attompting to invoke the powcr to 
imposc indirect taxation, unlcoss perhaps to provide @ 
substitute for objectionable dircet taxcs to be repcalod. 
Some persons have suggestca to Monitobe wc might 
substitutc tho sales tax tor this objoctioncke » per 
ccnt taxe Thus the value of this power to impose direct 
taxation would aepend upon the taxable capacity of the 


province which sought to invoke it. The province whiéh 


needed the greatest returns from it would get the least. 


For these reasons it is unlikely that it would be 4 
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practical solution to the financial problems of the 
poorer provinces. 

It is worth while to consider the facts of a case 
in point. 

In 1936, recognizing the impossible position of 
certain provinces, the Honourable Ernest Lapointe 
moved that an humble address be oresented to His Majesty 
the King praying for an amendment ‘th the WGritish North 
america ict to enable the provinces to impose direct taxes 
upon retail sales and placcs of amuscmcent or entertain- 
ment. 

The inadequacy of this proposed enlargement in the 
provincial power of taxation as a solution from 
Manitoba's financial difficultics at that timo is 
indicated by the following facts and comparisons: 

The whole of Manitoba‘s own share of relief and 
relicf works for the fiscal year ended April 30, 1936, 
amounting to 33,357,027.38, Had to be borrowed from the 
Dominion as the only source whenec moncy could be borrowed 
by Manitoba, If it had been paid for out of current 
revenue, which was the only proper method, it would have 
increased the provincial budget from $14,438,875.44 to 
&17,795,900.82. Manitoba's share of relicf and relict 
works in 1936, a year quite typical of the period from 
1932 to 1936, was, therefore, the equivalent of no less 
than 2227 per cent of ‘the province's 1956 budget on 
eurrcut account, or the equivalcnt of 44 per cont of the 
controllablo cxpenditures for that ycar. (Boing 14,458, 
873.44 loss deb. chargecs of $6,821,255.15, or 
$7,617 629.31. } | 

But Winnip7g was also borrowing its share of reliof 


costs in 1936, ‘thosc amounted to $1,604,040.21, which was 


18.47 por cont of Winnipeg's ontire budget on goneral 
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account including schools but cxcluding dcbt charges. 
Thus, if it wore the intontion of tho Dominion government 
to widen the ficld of taxation available for Manitoba 

and its municipalitics (taking Winnipcg as the cxamplo 

in the proscnt casc) in order to pay for rclicf as a curront 
oxpenditurc, it would havo involvcd raising that year by 
indirect civic or provincial taxation upon rctail sales 
and hotcl and restaurant patronage no lcss than 
$4,961,067,59 (ovcr end above the monics required to pay 
tho shares of rclicf of all othor citics and municipalities 
jn the provinec). Morcover, this would have becn on top 
of hcavy customs taxation which, as has bocn shown boars 
with particular scovcrity upon Manitoba; a Dominion salcs 
tax of cight per cont; and provincial and municipal 
taxation which, in rclation to incomc, has thc 
distinction of bcing thc highcst in Canada, and which, 
incidontally, cxcludos the 2 per cent spccial income 

tax to which refcrenes has bocn mado, Nor is that all. 
This oxtra $4,961,067,59 of indircct taxation would have 
becn imposcd in spite of the fact that as between 1931 
and 1936 tho controllable oxpenditurcs of the province 
had been cut by no loss then 22,351 por cont or en 

amount of $2,187,439,97, and Winninog’s total municipal 
operating expenses”, e~hlusive of déirect unemployment 
roliof, betwoon 1931 and 1936 had boon cut by 9371,619.05, 
or 8.37 por cent. That this proposod widcning of the 
provincial ficld of texation in the light of these facts 
was utterly without practicel significance as bearing 
upon Manitoba's problicm is trenspearcnutly cloer. Morc- 
over, this diffcronee of &4,961,067,59 is so largo an 
amount that no moro improvement jn tho provincial 

income or taxablo enpecity would produce cnough revonue 
to teko up $4,961,067.59 of slack on reliof account 


alone, lcoaving esidc all qucstion of rcostoring governmental 
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sorvicos and Winnipeg's civic scrvicos mado deficicnt by 
the $2,187,439.97 and tho $371,619.05 cuts in controllablo 
oxpcnditurcs above montioncd, Imlarging the ficld of 
texation docs not cvcn touch tho problcom, Somc moro 
fundamcntel adjustment is rcequircd. 


ENLssRGEMEN T OF PROVINCL.L FIELD OF 
TAX.TION WOULD INCRE..SH OV.3RLoPPING. 


Tho posscssion by tho provinces of this powcr of 
indirect taxetion would sct up ovcrlapping of federal 
and provincial taxcs over the whole ficld of taxation. 
With tho Dominion's invesion of the income tax ficld we 
now have overlepping direct texetion, From the taxpaycor's 
stendpoint wo should not multiply this evil by extcnding 
the power of indircct taxetion to the provineos, In this 
conncetion it requircs to be onphasized that tho discharge of 
legislative and administrative responsibilitics, which 
overlap as botwocn tho Doninion and the provinccs, requircs 
the levying of fcdcral end provincial taxcs to acfrey the 
cost of such overlapping Dominion and provincial serviccs.e 
Thus any division of the ficla of taxation between the 
Dominion cud the provinces, no mettcr how scicntific, 
would not wholly prevent the overlapping of taxation 
if therc still rom inod any overlapping of sorvices, bcaausc 
the overlapping serviccs would have to bo paid for by taxcs 
lcevicad by tho Dominion in part, and by the provinec wholly, 
upon the income of persons in a given province who were 
simultancously provincial end fodoral taxpaycrs. 

Honco, if overlapping taxation is to bo avoided 


complctcly, it can only come about through thc avoidanco of 


the overlapping of sorviccs. It is, of course aggrevatod 


end intonsificd by extending to the sphere of indirect 


texation the overlapping which now obtains in the ficld of 


a€ircet taxation. 
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PROVINCLAL POWER TO IMPOSE INDIRECT TAKS 
IS DISRUPTIVE OF BOND OF CONFEDER. TION 
Hore wc come, Mr, Comiissioncr Dafoc, to the point 
you raiscd a momont ago; that is that thorc is a tondoncy 
undor cxisting conditions which havc not bocn correctcd, 
for cortain provinecs to attcnpt to intorposo intcorprovine- 
eiel trade barricrs. But, porhaps, the nost conclusive 
argumnont against cmpowcring the provinccs to impose 
indircet taxation is the once dovcloped with so much force 
and point by the Right Honourable urthur Mcighon, and not 
successfully contradicted, thet the logical and cvcn likely 
rosult of confcrring such powers upon the provinccs would 
bo to cnable thom, by imposing indirect "ed rem" taxes 
upon trensactions and upon goods importcd into @ given 
province from other provinccs, to sot up what would bo, 
in cffcct, a systom of trede berriors botwcocn provinccs 
which would bo in tho highcst dcgrcec aisruptive of 
tho whole scheme and bond of Confcdoreation. 
PROPOSAL TO INCRE.SS M.NITOB. GOVERNMENT REVENUES 
Toc second main eltornative course is to increase 
tho income of tho Manitoba government by financinl assistance 
from thc Dominion government, taking the form of: 
(a) an increascod subsidy; 
{b)} tho dominion's abangoning tho ficla of 
diroct taxation; 
(c) a sliding allowance to tho provinces bascd 
on estimated disadven tages to thom rosulting 
from nationel policics, &s esteblished by 
a eortein index to be agrocd upon; 
(a) distributing to tho provinces upon & per 
capita basis of relicf population the 
procecds of « spocial foacrel tax of gcncorel 


application throughout the nation, sufficicnt 
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to ply Lor thevcntire cost of Tolley, 


INCRE.SE IN SUBSIDY B.uSED ON FISC..L NEED 

With the possiblc cxccption of the subsidy adustments 
mado in respect of the rotention by the Dominion of the 
wostorn naturel resources (whcrcoin the adjustmcnt scons to 
heve procecdcd upon the prineiple that « provinco has 
a constitutional right to adcquate compconsation for the 
impairment of its sourccs of rcevconuc) the adjustments 
from tinc to timc of the subsidy were medc upon the 
eetual basis of fiscal ncod, whatcvor may have beon the 
colorable basis sct up as a formule for these adjustments. 
Moreover, the actual subsidics ellowcd to tho provinccs 
which first cntcred Confcdcration wore based upon fiscal 
ncod. This wes also truc oven of tho conditional subsidics 
or grents-in-aid given to the provinecs to assist in the 
porformance of a function of governmont assigned to the 
provinec, which it wes in tho nation-l intorest to discharge 
and which tho provinec, by reason of fiscel need, could 
not perform without fodoral assistancc. 

If fiscal nocd is tho reel basis of subsidy allowanco, 
thon tho scnsiblo course is to frankly adopt it as such; 
and if the subsidy bo rotained es tho min adcvicc of 
Dominion-provincei1 finenciel relationships, to dotcrmmine 
a suitable formule for fiscal ncood appliecablo tov Glan Os, 
the provinccs with their varying circums tanccs ond 
roquiremonts; end thon distribute subsidies upon tho 
besis of that formula. 

But since in so doing cvon the pretencse of oquality 


of troatmont, which has boon maintained throught tho yoars, 


would have to be abandoned, it is conccivable that its 


abandonnent would cvoke the hostility of those provincos 


whoso fiscal need was roletively small, if, indcod, they 


hed in rolation to the Dominion any fiscal need at all. 
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Morcover, it would scom that there would be considerable 
difficulty in dctcmmining upon « forma for fiscal nood 
which would be satisfactory to 211 provinces of Canada 
whethcr they rcecived much, little, or nothing acsording 
to it. Even cftor tho formle was egrocd upon it scoms 
reasonably cortein that groat difficulty would cnsure 
in applying it. R.A. MacKay, for oxample, suggcsts that 
thore would bo cortain obligations upon the provinoo 
which sought aid upon the basis of fiscal necd to show that 
its administration was cfficiont; that its func tions were 
not unduly advenced or more cxtcnsive than thosc of other 
provinecs; and that it was levying a fair burden of 
taxation. 

But who woulda be the judge as to whether the province had 
not thosc obligetions? Upon what standerd of efficicncy 
of cdministration end of taxetion would the judgment be 
beascd? Suppose the province feilcd to moot eny once 
or moro of those standards and j..5 was in dire nocd through 
misfortunc or oven dircetly through its own cxtravagance 
end mismenagoment. Would it noeverthclcss be helped, or 
po left to dofault and thoroby incvitably producc en | 
advorse cffoct upon tho crodit of its follow provincos 
(particularly thosc in the sano gcographical or oconomis 
area), end of the Dominion. Then, thoro is a vory int cresting 
quotation of the vicws of thc Right Hon. Mr. Bennett, as 
indicatcd by the footnote,cand the memorenda on tho 
finencial rolations between the provinces and the Dominion 
in Appendices to one Sootia Royal Commission Provincial 
Economic Inquiry of 1934 at page 37, Mr. Chairmen, 
I have those quotations herc, would you like to have them 
or shall I quote thom 

THE CHAIRMSN: No, leave them. 

HON. MR. GiRSON; All of those considcrations socom 


to indicate that the suggestion that tho subsidy be re- 
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furbishcd, modcrnizcda and mado to scrvo is onc which 
neithor the probabilitics of tho futuro nor our cxpcricnec 
in the past cstablishos as a satisfactory solution of 

our problcom,,unleoss perhaps the subsidy wore so changod 

in its charactorsitics as to ccasc to bo a subsidy as wo 
know it. Most students of Dominion-provine ial rcolations 
are agrecd that the subsidy arrengment has bccn a most 
unsatisfactory one in practico, 

The government of Manitoba is not opposcd to the 
Subsidy in theory, but, upon the basis of past oxpcricncsc, 
is skeptical as to the possiblity of sccuring tho assont 
Or aL provinces to a system of fedoral subsidics 
actuelly based on fiscal nood and actually adcquate to 
mee hAt necd, Hoenec,*rathcr than continuc the subsidy as 
tho main instrumcnt of fcderal assistancc of provincial 
financo, we submit that what is morc likely to be workable 
is an arrengemont between thc Dominion and tho provinccs 
which will bc more cutonatic in its workings; which will 
work rcasonably woll under all vicissitudes of provinciel 
affairs; which will obviate pcriodicel negotiations boetwcen 
the Dominion and the provinees and argumcnts as to the forn- 
ulac and the application of formlac; and which we think, 
given reasonable managoment of provincial affeirs, will 
enable all provinces of Vaneada to carry on without 
difficulty once thoir prosent position of financial difi= 
iculty has becon cured. Wo therefore shall propse to the 


n 


Commission tho treating of tho subsidy in e manner which 


we shell outline in a lator part. We shall also recommend 


an arrangement which will involve the Dominion government's 
assuming and paying for a substantially larger share of 
tho responsibility for the ncow social and other sorviccs 
now domandea of the state, Only by this moans cen the 


buracn of these expanding scrvicos be placcd upon a tax kaso 
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which is capable now and in tho future of supporting it. 

Woe comc noxt. Mr. Chaimen, to the point to which 
you made reforcnec a moment ago as to Dominion loaving 
the ficld of dircct taxation, 

THES CHAIRMAN: Tho Pominion will not retire from 
the ficld of direct taxation, 

HON, MR, G.RSON: No, as e matter of fact, wo 
agrco thet thoy should not. I think I should pass over 
thet itcm. 

THE CHalRMaN: Yes. 

HON. MR. GaRSON: I shall now read from the bottom 
of pago 50: The suggcstion thet the Dorinion government should 
meko the provinecs a sliding allowence bascd on cstimated 
disadventeges to than, rosulting from national policios, 
as ostablishcd by 2 certain indox to be agrecd upon, is 
sound cnough in theory, but in practicc we submit that all 
of the difficultics which havo boon oxporicneod with rogard 
to arriving at the proper subsidy to bo paid to the 
provinec, would be not with in arriving at the indcx by 
which this allowance was to be paid. ss in tho caso of 
the subsidy, the Manitoba government is not opposed to 
this proposal in thcoo-y; put elthough willing to 
co-operate in a considcration of its possibilitics, is 
extremely dubious @s to the chances of sccuring the 
agreemcnt of all of the provinecs toc sliding allowenos 


which would bo adequate to moe tho nceds of the poorer 


provinces, and to an indox which would work satisfactorily. 


PROPOSAL TO DISTRIBUTE TO PROVINCES PROCZ2DS 
OF & NATIONAL Tak TO FINANCE UNEMPLOYMENT 


RELIEF 
Too distribution to tho provinees upon & por capita 
basis of relict population of the procecds of a special 
fcdcoral tax loviod upon tho whole nation, earmarked 


for rolicf pruposcs, ena sufficiont to pay for tho cntire 
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cost of rclicf out of current cxponditurc, is, in our 

judgment, tho only practicable solution of the problon af 
financing rolicf, short of tho taking over of thc samo, 

both as rogards financing and administration, by the 

Dominion governnent. If it could be contcndacd that roliof could 
not be administcrcd much moro cfficicntly, cheaply and rationally 
by the Dominion government than undcr the prescnt system, wo 
would strongly urge upon this Commission the distribution 

of this relicf tax es above outlinod. But for seasons 

which wc shell shortly give, wo bolicve that the adminis- 
tration by tho Dominion govommont of relicf and unemployncnt 
insurenec ané of 2 national cmploymont scorvicc is so much 

to be preforred to the prosont inefficicnt and ovorlapping 
sorvicc, however financod, that the Dominion governmcnt 

should teke ovor the administration as @ move thoroughly 
dosirablo in itsclf, quite apart from the fact that by so 

doing tho Dominion governmont woule fulfill tho imporetive 
nocessity of rcolioving tho Wostcrn provinccs from the 

prescnt insupportable burden of roliof. 


PROPOSAL TO REDUCE PROVINC L.L GOVERNMENT 
EXPENDITURES 


Tho third end fourth main altomative courscs are: 
%, Roducation of cxpenditures: 

(a) for goneral expenses of government; 

(b} for dcbt charges; 

(e) by reducing the rate of incurring now debt 

for rclicf purposcs. 
4, By the Domininn govommiuit assuming end paying 
for a substautielly larger share of tho costs of social 


sorvices and rolicf. 
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PROPOS..L TO RiSDUCH GANERuL EXPENSES 
OF GOVERNMENT 


Decling with those proposcd reductions in ordor 
named. wo ask the Commission to notc that from what has 
alrcady bcon said horoin, it will be apparent that ay 
substantial additional savings in thc reduction of the 
ordinary cxpcnditures of thc government of Manitoba are 
not practicable, t ig a fact vouched for by thc Bank of 
Ganada aftcr cxamination of Manitoba's affairs and 
accounts that fairly substantial incrcascs should be made 
in the ordinary cxponditurcs of government in order to bring 
governmcntal servicos up to a dcsirablo minimum, Tho ncecds 
for sucia inerossos in ordinary cxponditures havo already 
becn statcd, 

PROPOSAL TO REDUCE DEBT CHARGES 

As rogards debt charges, it will be cqually apparent 
that in any programme looking to the rehabilitation of 
Manitoba's finances, the conversion of hcr public dobt 
at substantially lowor intcreost ratcs is an indisponsable 
foature. Business mon, financtors and taxpayers generally 
doplore inercascs in taxation not more than politicias 
who tond, in specific casos, to bo tho first victims of the 
public reaction to such incroascs. Unhappily, financicrs 
and business mon vicw with an alarm cqual to that which an in- 
orcase in taxation inspiros in thom, the least deviation 
from strict observance of dcbt contracts in goneral and 
governmen. bonds in particular. I% is apparcnt from the 
most supcrvicial oxamination of tho following figures that 
it is in rospoct of tho itcms of Public Welfare Charges 
incereascs have takon 


and Debt Charges, in which substantial 


place, that substantial cconomios can bo offceted, looking 


The figuros there indicate 
in 1881 


to a reduction of taxation. 


that the goncral cxponscs of governmnt in Manitoba 
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wore $1.60 por capita; in 1936 it was $1.66 per capita; 
whoreas, public dcbt which was nothing at all in 1881, 
was 535 conts in 1891 and had grown to §9.60 in 1936, 
Rublic welfarc which was 11 ccnts por capita in 1881, 
23 conts in 1891 had grown to $3.71 in 1936, which 
is exclusivo of relief. Rolicf, as we all kmow, is 
capitalizod. 

THE CHAIRMAN: Havc you not covered this very 
well in your formcr statcmont, 

HON. MR. GARSON: Tho figures ycs, I was going 
to give an instanco of the working out of the dcbt on 
an individual basis. 

THE CHAIRMAN: All right. 

HON. MR. GARSON: Dobt chargcs, as thcso figures show, 
arc a hoavy itom. In 1936 chargcs on tho gross dcbt 
absorbed 47,24 por cont of Manitoba's budget. It is 
panal but truc to say that if we do not convert our 
dcbt wo must continuc to pay a aisppoportionatc part 
of our whole budgct for dcbt charges, Thus to balancc 
our budget and/or reducc taxation wo must convort our 
dcbt at substantially lowor intcrcest ratcos, 

By way of illustration lct us Look at some Manitoba 
figures, Manitoba's total not production in 1926 was poe y 
894,991.00. Hor taxes for the noarcst fiscal ycar onding 
April 30, 1927, wore $5,542, 046.86, Her dcbt charges 
for that yoar wore $4,061,418,00. 

Menitoba’s total nct production in 1933 was 


&165,927,693.00, Manitoba's taxes for thc nearest fiscal 
& 7,542,199,00 


ee ID 


year onding April 30, 1954, WCTO 3 eeeee 


with a resultant loss in taxation 


revenuc of gio 9161910 .0)9 .01010,0,0) 040,990 02? $ 3, 944,042.00 


THE CHAIRMAN: It is not nocossary to go through 
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all thesc figuros,. 

HON. MR. GARSON: Well, I will pass thom by. Thoy 
spcak for thcomsolvcs, 

THE CHsal RMaN: It is a ncogative argument loading to 
the conclusion that the coursc is not fcasiblc, 

HON. MR. GARSON: I should like to road tho paragraph 
at the bottom of page 53, if I may. 

THE CHAIRMAN: Yes. 

HON. MR. GARSON: We mention thcso fiturcs to 
indicate to what absurd conclusions onecan be led by the 
argumcnt that taxcs should be reduccc, but that debt 
chargcs must under no circumstenccs bo reduccd. Thceso 
figures also show how difficult it is to makc any hoadway 
with Manitobats financial problom without rcoducing 
dobt chargos; and tho cxtcnt of the hcroic mcasurcs which 
havo alroady boon taken by the Menitoba govornment ponding 
an cxamination of our casc, by moans of drastic taxation 
and cqually drastic cconomics, to uphold the erodit of 
Manitoba and, in so doing, that of Cangda. We say "ponding 
an oxamination of our casc" adviscaly bocause it must bc 
abundantly clear that thesc mcasurcs cennot be mintainced 
much longer unless rclicf in some form now pcing sought is 
extneded to thas province. 

PROPOSALS TO REDUCE CHARGES aND 
BORROWING FOR SOCIAL SERVICES 
AND RELIEF 

Itoms 3 (c) end 4 last above montioncd, relating 
respcctively to the reduction in the rato of incurring new 
debt for rclicf purposcs and the proposal that a 


substantially largor share of tho costs of certain social 


sorviecs and rolicf be assumcd and paid for by the Dominion, 


may be considored togothcr. 


THE CHAIRMAN: Wo shall go on with your solution of 
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